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International Affairs 


Kaifu Welcomes Bush Plan To Discuss Asian Issue 


OW2511150989 Tokyo YOMIURI SHIMBUN 
in Japanese 23 Nov 89 Morning Edition p 2—FOR 
OFFICIAL USE ONLY 


[Text] Commenting on U.S. President Bush's remarks in 
a news conference on 21 November relating to his plan 
to discuss the question of tensions in the Asian region 
including the Korean Penr'nsula at the U.S.-Soviet 
summit in early December, the government (a senior 
Foreign Ministry official) on 22 November voiced wel- 
come to the plan, saying: “Japan was thinking the same 
thing, and we interpret the plan as conforming to our 
expectations.” 


The government, in the name of Prime Minister Kaifu, 
sent a personal message to President Bush on 21 
November, saying: “Discussions at the U.S.-Soviet 
summit will center around the situation in East Europe, 
but we would like to note that the harmony of the 
East-West relations should be viewed .rom global stand- 
point. We hope that you will proceed with the talks with 
the stability and harmony in the Asian and Pacific region 
in mind.” Deputy Vice-Minister for Foreign Affairs 
Hisashi Owada was sent to Washington to explain the 
message to the State Department. 


When the United States and the Soviet Union talked 
over the reduction of intermediate-range nuclea: forces 
(INF) in the past, they initially proceeded in talks with 
only Europe in mind. Consequently, the then Nakasone 
cabinet worked on the United States to turn the project 
into a “global arrangement,”’ and eventually succeeded 
in having the INF completely abolished in all areas, 
including the Asian region. The government is making 
its latest move based on this past experience. 


Prime Minister Kaifu on 22 November revealed that as 
a follow up to the message he is due to have phone 
conversation with President Bush in order to convey 
Japan's stand once again before the President leaves for 
the U.S.-USSR summit off Malta in the Mediterranean. 
He said this in response to a question from reporters. 
The prime minister said: “Since he is supposed to cal! 
me, I will take the opportunity to present my views.” 


Commentators View GATT Meeting Held in Tokyo 


Threat to Free Trade 
OW2211201289 Tokyo MAINICHI DAILY NEWS 
in English 21 Nov 89 p 2—FOR OFFICIAL USE 
ONLY 


(Editorial: “GATT Meeting in Tokyo”’} 


[Text] An informal meeting of 26 member nations and 
territories of the General Agreement on Tariffs and 
Trade (GATT) which had been held in Tokyo ended last 
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weekend, With this, the Uruguay Round (new multilat- 
eral trade talks), which made its start three years ago, has 
rounded the final corner and is heading for its final goal, 
set for the end of next year. 


The big gaps existing between nations on such issues as 
agriculture and services drew attention anew but there 
was also a strong realization that such confrontations 
must be overcome and that suc cessful completion of the 
Uruguay Round will be 2 big “plus” for the world 
economy. 


The efforts made under GATT are often likened to 
riding a bicycle. There must be constant pedaling. If this 
is neglected, the bicycle will topple over. In other words, 
the monster, called protectionism, wiil become rampant. 
Upon entering the 1980s, this monster greatly spread its 
influence. As the result, approximately 40 percent of 
world trade became controlled trade. Since no new 
organization to provide for ordesly trade is appearing, 
anticipation must be placed in the strengthening of 
GATT’s functions. 


According to the schedule of the new negotiations, 
proposals clarifying the position of each country will be 
presented by the end of the year. A full study of the 
contents will be made by July next year, in edvancing 
toward the final adjustment at the end of the year. The 
seventh station on the way to the peak has finally been 
reached but the most difficult work is only beginning. 


At the moment, among the movements threatening the 
free trade structure are such one-sided measures as the 
Super 301 clause of the U.S. Commerce Act and the 
movements for restrictive regionalism. 


Particularly in regard to Super 301, which calls for 
one-sided sanctions against countries believed guilty of 
injustices ac-ording to America’s own standards, Japan 
and most EC countries at the Tokyo meeting criticized 
the clause as being contrary to GATT'’s free, impartial, 
and multilateral principles. 


It is evident that the United States, whose competitive 
power has relativeiy weakened, seeks to use Super 301 as 
a weapon in order to make its position as advantageous 
as possible in the GATT negotiations. The United States 
should be aware, however, that Super 30! has the danger 
of triggering widespread protectionism. 


The Tokyo meeting saw progress on some issues. For 
instance, the United States showed some sign of com- 
promise on the tariff-cutting issue and the EC changed 
its attitude on local content requirements. These were a 
“plus” for the negotiations. 


Nevertheless, a big divergence was shown concerning 
“agriculture” and “new areas,”’ which form the core of 
the new round. A U.S. proposal calling for the abolition 
of export subsidies and national farm support programs 
within 10 years was strongly opposed by the EC. The 
negotiations between the United States and the EC on 
this issue are expected to face difficulties. 
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Although Japan emphasized the need for the protection 
of rice as the country's “staple food,’ most countries 
failed to show understanding, with the exception of 
Switzerland and the Republic of Korea. Japan faces the 
danger of being plunged into isolation on this issue. 


The participation of the representatives of developing 
countries in the negotiations on services and “new 
areas’ (trade-related aspects of intellectual property 
rights and trade-related investment measures) was a 
forward step but a big gap exists between the United 
States, which is Seeking to set new rules, and the devel- 
oping countries which seek “special consideration” from 
the standpoint of protecting immature industries. 


Japan has obtarned great benefits from GATT in the 
postwar period. Japan's position “not to import any 
rice’ may have an emotional basis but it will be most 
difficult to gain the approval of two-thirds of GATT’s 
members for this stand. If an agreement on the new 
round is signed, it will be effective for 10 years. What 
should Japan do? 


All Nations’ Efforts Required 


OW2311022589 Tokyo THE DAILY YOMIURI 
in English 21 Nov 89 p 6—FOR OFFICIAL USE 
ONLY 


[YOMIURI SHIMBUN 20 November editorial: “Pro- 
tecting Free Trade"’} 


{Yext] The international ministerial-level conference 
held in Tokyo in support of the current Uruguay Round 
of multilateral trade negotiations under the General 
Agreement on Tariffs and Trade ended after three days 
of discussions last week. The Uruguay Round, which 
participants say will serve as the ground work for over- 
hauling GATT, has member nations negotiating in 15 
trade areas in an effort to salvage the agreement. 


The concerted effort of all nations involved is needed to 
make free trade work and requires sacrifices from all 
parties. Increased imporis, freer markets and easier 
access for foreign capital and businesses must be offered 
by each member nation under the agreement. 


Because of GATT and the free trade system, Japan has 
achieved the economic prosperity it currently enjoys. It 
is only fair that Japan, which has benefited more than 
any other GATT member, open its markets, including 
sensitive areas such as agriculture, textile and service 
industries. 


Three Tasks 


Three tasks face GATT if it is to successfully reconstiuct 
itself, 


First, the agreement must be expanded to cover new 
areas of trade troubles. 
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Up until now, most GATT rules have covered only the 
trade of commodities. But friction between trading pari- 
ners is now surfacing in service industry areas previously 
free of such complaints, including finance, telecommu- 
nications, transportati. n and construction. International 
squabbles over the ownership of patents, copyrights and 
trademarks, as well as over direct investment in foreign 
countries, is becoming increasingly common. 


Second, protectionist moves that ignore the rules of free 
trade, such as those practiced in traditional industries 
such as textiles, must be quashed. A drastic proposal, put 
forth by the United States, calls for the complete aboli- 
tion of agricultural protection within 10 years. 


The third problem facing GATT is the growing trend 
toward regionalized economies, such as the unification 
of the European Community markets and the free trade 
agreement between the United States and Canada. In 
addition, the United States, disregarding GATT rules, is 
pursuing hard-line trade policies in an effort to force its 
will on its trade partners. 


It is essential for GATT to reinforce its functions and 
powers so that it can serve as an international watchdog 
for free trade, and control the selfish moves of its 
members. 


Some Progress, More To Go 


Despite some of the progress made at the Tokyo confer- 
ence, industrialized nations clashed on agricultural 
topics, and industrialized and developing nations could 
not reach agreements in the areas of textile and intellec- 
tual property. 


For Japan, agriculture is the most difficult area to 
negotiate. Japan is expected to make crucial decisions 
regarding liberalization of its rice market, which cur- 
rently excludes almost all foreign products. 


Negotiations on textiles are also difficult. Domestic 
industries are tense, fearing an onslaught of cheaper 
foreign goods, but protectionism must be fought every- 
where, including home. Not so long ago, Japanese 
exports of textiles were a considerable source of our 
foreign currency. 


Maintaining protectionist policies in any field sends out 
mixed signals. We cannot insist on free trade only in 
fields where Japanese companies are competitive, such 
as automobiles and electronics, while adopting policies 
that protect our weaker fields, such as agriculture and 
textile. 


Need 7s Avoid Protectionism 


OW2511011589 Tokyo ASAHI EVENING NEWS 
in English 23 Nov 89 p 3—FOR OFFICIAL USE 
ONLY 


[ASAHI SHIMBUN 20 November editorial: “Price To 
Keep Free Trade Free"’] 
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[Text] Free trade is like a bicycle. To keep a bicycle from 
falling, one must keep pedaling. Similarly, constant 
efforts are needed to maintain free trade. Otherwise, 
protectionism gains ground. 


The Uruguay Round of multilateral trade negotiations 
under the sponsorship of the General Agreement on 
Tariffs and Trade (GATT) represents the greatest 
endeavor now under way to preserve free trade. The 
talks must be made as fruitful as possible by the time 
they are to wind up about a year from now. 


Japan has fully benefited from free trade under the 
GATT system. We are apt to take free trade for granted. 
Looking back over history, however, free trade has 
flourished only twice—in the second half of the 19th 
century and the two decades of the 1950's and the 
1960's. 


Britain was the power behind the former golden age of 
free trade. It was the United States that , |», ed the same 
role for the latter. Having vigorous domestic economies, 
the two countries promoted free trade because they 
thought it was in their interest. 


Both countries turned protectionist when they passed 
their prime economically. Other countries responded by 
taking measures for the protection of domestic indus- 
tries. Because of the inward-looking policies adopted in 
most capitals, the Great Depression in the 1930's 
assumed critical proportions. 


Fortunately, the world now has the GATT and its rules 
that did not exist in the 1930's. What is needed is to 
support and strengthen them. 


The Uruguay Round negotiations, participated in by 
nearly 100 countries, are aimed at working out new 
trading rules in 15 fields. The main targets are these: 1) 
strengthening the functions of the GATT by streamlining 
the procedures for dealing with disputes; 2) furthering 
market liberalization by cutting tariffs and changing 
rules on farm products and textiles; 3) setting rules for 
areas not covered by the existing GATT rules, such as 
communications, finance and other service industries. 


Three years have passed since the negotiations started. 
The participating countries are now to formulate their 
proposals for the respective fields in question by the end 
of this year, so that the talks for wrapping up agreements 
can be started after the turn of the year. 


Two relevant conferences have recently been held in 
Japan. One was a meeting of trade ministers from Japan, 
the United States, Canada and the European Commu- 
nity. The other was an informal gathering of ministers 
from advanced and developing couniries. The confer- 
ences were aimed at providing opportunities for nations 
taking part in the Uruguay Round to know the domestic 
problems and intentions of the participating countries. 


The two meetings reaffirmed the target of concluding the 
multilateral negotiations by the end of next year. But 
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sharp conflicts of opinion arose over specific issues. 
What should be done in the face of the differences? 


Above all what is essential is for the participating coun- 
tries to give thought to what concessions they can make, 
not what they can gain from the Uruguay Round, as 
Prime Minister Toshiki Kaifu pointed out when he 
addressed the informal ministerial gathering. This atti- 
tude is especially required of the advanced countries 
which stand to benefit from the liberalization of new 
fields. 


The best possible consideration should be given to 
developing countries in the areas of tariff cuts and 
textiles. These countries, lagging behind in service indus- 
tries and other new areas, should also be granted grace 
periods and other measures exempting them from a 
uniform application of agreements. Only package pro- 
posals, including these concessions, will be acceptable to 
them. The United States especially should keep this 
point in mind. 


Japan should play a mediatory role between the 
advanced countries and the Third World to being the 
Uruguay Round to a successful conclusion. Such an 
initiative will not only culminate in the invigoration of 
world trade but also serve Japan's own interest. The 
trouble is that Japan does not have the leverage com- 
mensurate with its economic power in the talks. 


In contrast to its aggressive exports of industrial prod- 
ucts, Japan cites various reasons to refuse opening up its 
rice market. It seems that this selfishness diminishes 
support for a Japanese role in the Uruguay Round. 


What concessions should Japan make on industrial and 
farm products to live up to Prime Minister Kaifu’s 
statement before the informal ministerial meeting? Now 
is the time when the government, the ruling and oppo- 
sition parties, and the people should consider this ques- 
tion. 


MITI Says ’Too Early’ for USSR To Join GATT 


OW1811081789 Tokyo THE JAPAN TIMES 
in English 16 Nov 89 p 12—FOR OFFICIAL USE 
ONLY 


[Text] Trade Minister Hikaru Matsunaga said 
Wednesday it is too early for the Soviet Union to 
participate in the General Agreement on Tariffs and 
Trade as an observer because the country has yet to 
complete its economic reforms, a government official 
said. 


The Japanese international trade and industry minister 
made his comments during a meeting with Jean-Marie 
Rausch, visiting French minister of externa) commerce. 


Matsunage was quoted as saying that the progress of 
Soviet economic reforms must be watched carefullly for 
the time being and that he does not expect the country 
will have a sufficiently free economic system to warrant 
membership in GATT. 
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Meanwhile, Peter Medgyessy, Hungary's deputy prime 
minister, called for Japan to provide more direct invest- 
ment in his country to promote economic modernization 
there, according to a MITI official. 


Medgyessy was quoted as saying that his country intends 
to carry Out its economic reforms basically by itself, 
although it expects the world's 24 most industrialized 
countries to provide assistance to both Poland and 


Hungary. 


Hungary, he was quoted as saying, needs Japanese indus- 
trial investments, particularly in the chemical, medical, 
manufacturing, automobile, tourism and electronics 
industries. 


Matsunaga said the government will send a private- 
sector mission to Hungary and Poland in the spring to 
investigate the investment environments there. 


On Wednesday Matsunaga also met Domingo Cavallo, 
Argentina's minister of external relations, and Swiss 
President Jean-Pascal Delamuraz. 


These officials are visiting Japan to attend an informal 
three-day, cabinet-level conference on the current Uru- 
guay round of world trade liberalization talks under the 
auspices of GATT. The conference will end Friday. 


Helmut Haussmann, West Germany’s economics min- 
ister, told Matsunaga over dinner Wednesday that East 
Germany’s economic system will reach Western levels in 
eight to 10 years, while Poland will take longer than 
Solidarity expects due to that country’s outstanding 
debts and poor labor quality, a MITI official said. 


Over dinner, Haussmann reportedly told Matsunaga that 
West Germany will let East Germany choose its own 
route toward independence, the official said. 


Haussmann reportedly said Japan and West Germany 
should cooperate to promote economic exchanges 
among small and medium-size companies and to devel- 
oping airbuses and small aircraft. 


Matsunaga replied that those two proposals are worth 
considering, the official said. 


‘Premature’ To Ease Rules on East Europe 


OW2011225389 Tokyo JIJI in English 1334 GMT 
20 Nov 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, Nov. 20 (JIJI PRESS)—Japan and the 
United States Monday confirmed it is premature to ease 
Coordinating Committee (Cocom) regulations on 
exports to Eastern Europe. 


Members of the Western organization controlling high- 
technology exports to the communisi bloc agreed on this 
basic policy, despite the recent dramatic moves for 
reforms in Eastern Europe, at their meeting in Paris last 
month. 


FBIS-EAS-89-226 
27 November 1989 


At the first-day talks of the two-day Third Japan-U.S. 
Cocom Consultation here, the two countries also agreed 
that they should closely [word indistinct] information on 
control of exports to the communist bloc and promote 
cooperation among the Cocom members in preventing 
shipments via third countries in violation of the Cocom 
rules. 


* International Political Committee Meets 


2B000SA Tokyo YOMIURI SHIMBUN in Japanese 
24 Sep 89 p 10—FOR OFFICIAL USE ONLY 


[Commentary by Japan Political Research Institute 
director and Tokai University Political and Economic 
Department head, Shiratori Rei] 


[Text] The Conservative Position That Stands Out in the 
Management of Japanes: Elections 


The “Committee to Research Political Funds and Cor- 
ruption,” one of the permanent committees of the Inter- 
national Political Science Association, an organization 
of political scientists, met in Tokyo on 8 September and 
for 3 days held roundtable discussions. Experts on elec- 
tion issues gathered from 12 countries including the 
United States, Great Britain, Sweden, the Philippines 
and India. On the last day of the meeting on 11 Sep- 
tember, the committee adopted a declaration entitled, 
“Elections and Violations of Election Rules in Demo- 
cratic Countries.”” This “ Tokyo Declaration” addresses 
pressing problems which our country now faces, and it 
will have an impact on the direction of political reforms 
in many ways. 


At the beginning of the declaration where it deals with 
election rules, it states, ‘Details of election systems may 
differ from country to country; however, the basic rule of 
‘one man, one vote and equal value of votes’ must have 
priority in a just system of representation.”’ At the same 
time the declaration points out that a fair representation 
system should ‘“‘include establishing fair boundaries of 
constituencies’; therefore, it is desirable that the system 
to establish electoral boundaries be free from any party 
pressure. 


Prime Minister Kaifu is reported to have requested that 
the minister of home affairs, Watanabe, immediately 
examine the quota of seats in House of Representatives 
districts so that it can be determined if they are fairly 
distributed. This request was based on the discussion in 
a meeting of the Election System Council on the 18th. It 
is indeed the very important first step to the realization 
of democratic and fair elections to recognize the great 
principle of “one man, one vote and equal value of 
votes.” 


Regarding electoral systems, there was hardly any dis- 
cussion on whether the small constituency system or 
proportional representation is better. Uniform opinion 
on this issue was that these can be examined in relation- 
ship to the tradition, ideology and conditions of political 
parties of each country. 
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Another point taken up in the declaration concerns the 
voting age, and agreement was reached that it must be 
lowered in keeping with progress made in education. The 
declaration adds that “voting rights should begin at the 
age of 18." Now that India is going to grant voting rights 
at | 8 beginning next year, we must reflect on the fact that 
among the developed nations, Japan is the only country 
where the right to vote is not given until age 20. 


On the administration of elections, discussion focused 
on how to deal with changing times and how the admin- 
istration of elections must adjust with them. The decla- 
ration suggests the following rules: (1) continued resi- 
dency in one area should not be a prerequisite for voting; 
(2) for Japanese nationals living abroad, it should be 
made possible to participate in national level elections; 
and (3) voting rights should be granted to foreigners who 
are permanent residents in Japan so that they might vote 
in local elections. These are suggestions that should be 
viewed when the rights of those Koreans residing in 
Japan and their participation in political processes are 
considered. 


Regarding the issue of regulating political funds, it was 
strongly suggested that in the case of large donations, 
“the principle of disclosing them to the public’ must be 
adopted, and small donations from individual citizens 
should be encouraged. The declaration clearly states iat 
“political contributions should be considered a foim of 
positive political activity.” 


What impressed me the most while attending the con- 
ference was a comparison of the Japanese electoral 
systein, which is persistently conservative and backward. 
Symbolic of this conservative nature was the prohibition 
of door-to-door visits. 


While the minister of home affairs attended the opening 
ceremony of this conference and made a rousing speech 
expressing his hopes for the conference, and while fed- 
eral and state-level election officials from the United 
States attended the meeting and reported on problems of 
American electoral administration, there was no Japa- 
nese official present from the Ministry of Home Affairs; 
for this, I was truly sorry. 


Controversy Over Yen Flow to Asia Studied 


OW2411070089 Tokyo THE JAPAN ECONOMIC 
JOURNAL in English 25 Nov 89 p 5S—FOR OFFICIAL 
USE ONLY 


{Article by Osamu Kobayashi, NIKKEI staff writer: 
“Japan Money: Pockets Overflow—Flow of Yen to Asia 
Creates Controversy”—third in a series of articles pre- 
pared by NIKKEI staff writers] 


[Text] One of the biggest exports from Japan to other 
Japan to other Asian countries and territories is not cars 
or audio equipment-—-it is money. The impact of Japa- 
nese investment on its neighbors is growing rapidly, and 
the effects on poorer countries in the region can be 
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dramatic as they attempt to narrow the economic gap 
between Japan and themselves. 


But a shower of yen from Japan does not magically wash 
away the problems of the region. While places like 
Thailand and Hong Kong are benefiting from Japanese 
money, others are critical of the effects of the strong yen 
on land and stock prices. 


With less than 8 years to go before the British colony of 
Hong Kong reverts to China on July |, 1997, there is 
concern over 1s prospects after iast June's military 
crackdown on prodemocracy demonstrators in Beijing's 
Tiananmen Square. But the precarious position the 
international finance center finds itself in is being eased 
by Japanese investment, say observers. 


Largest loan 


Following the events in the Chinese capital, analysts say 
Hong Kong real estate prices would have plunged 
without the continued flow of money from Japan. And, 
since June, Japan has been the leader in providing loans 
to the troubled colony. A 10-year, HK$10.5 billion 
loan—the largest of its kind of date—was extended by a 
32-bank international syndicate to finance a container 
terminal construction project in the colony. Of the 32 
banks, 22 were Japanese—that compares with 2 from the 
U.S. and 2 from Western Europe. 


In Thailand, which has one of the fastest economic 
growth rates in the Association of Southeast Asian 
Nations (ASEAN), four major Japanese trading houses 
are currently constructing plants. 


Mitsui & Co, and Toshiba Corp. jointly developed an 
industrial complex 40 km northwest of Bangkok, at an 
estimated cost of Y4 billion. A total of 15 Japanese 
firms, including Sony Corp., are ai present constructing 
plants in the complex. Their combined investment is 
expected to reach nearly Y100 billion. 


This sum, combined with the transfer of technology, is 
expected to have a major impact on the Thai economy. 
The total area of land being developed in Thailand by 
Mitsui, Marubeni Corp., Itoman & Co. and C. Itoh & 
Co., is estimated to be 800 hectares. Marubeni and 
Mitsubishi Corp. are also constructing industrial com- 
plexes in the Philippines, as is Sumitomo Corp. in 
Indonesia. 


The gross domestic product (GDP) of Taiwan and South 
Korea exceeded $100 billion, while those of Hong Kong 
and Thailand were about half that amount. 


Direct investment 


Japan’s direct investment in Asia for Fiscal 1988 totaled 
$5.5 billion, only a quarter of what it poured into the 
U.S. But its investment in Hong Kong accounted for 
more than 3% of the colony’s GDP, and 2% of Thai- 
land’s. 
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The area of highest economic growth in Asia shifted in 
1988 from South Korea and Taiwan to ASEAN coun- 
tries. Reflecting this change, Japan's direct investment in 
the year slipped below the previous year’s level in South 
Korea and leveled off in Taiwan, while investment in 
Thailand rose 3.4 times, and in Malaysia 2.4 times. This 
shows how much the economic growth of Asian nations 
is affected by Japanese money. 


Some Asian nations are critical of the inpouring of the 
strong yen to their countries, because intensive Japanese 
investment in land and overseas financial markets tends 
to push prices up, as can be seen in Japan itself. 


The South Korean government submitted a bill to the 
National Assembly to restrict holdings of residential 
land in major cities, in a bid to prevent speculative real 
estate investment. The Taiwanese Government, 
attempting to halt the rise of land prices, introduced a 
capital gains tax this year and cracked down on illegal 
investment companies. 


Asia's newly industrializing economies, which have been 
racing to try and catch up with Japan in recent years, 
now find themselves trying at all costs to avoid Japan's 
present problem of high land prices, while still reaping 
the benefits of readily availabie Japanese cash. 


United States 


Report Responds to U.S. Construction Concerns 


OW2311004889 Tokyo ASAHI EVENING NEWS 
in English 21 Nov 89 p #—FOR OFFICIAL USE 
ONLY 


[Text] A group of Japanese construction firms, in a 
report issued Monday, shot back at U.S. criticism that 
Japan’s construction market is closed to U.S. concerns. 


The report, prepared by the Japan Federation of Con- 
struction Contractors, will be sent to the U.S. Trade 
Representative (USTR) in a last-ditch effort to thwart 
possible U.S. trade retaliation under the 1988 Trade Act, 
federation Chairman Hajime Sako said. 


The report said U.S. companies have advanced into 
Japan’s market smoothly since May 1988, when Japan 
and the United States agreed on wider U.S. access to 
Japan’s consiruction projects. A total of 12 U.S. firms 
have since won construction orders in Japan. The value 
of their anr':al contracts totaled some $400 million, the 
report said. 


The report also tried to ease U.S. allegations that bidrig- 
ging for Japanese construction projects is serving to shut 
U.S. firms out of the market, saying that Japanese 
companies have been making every effort to prevent that 
business practice. 


Regarding U.S. claims that big Japanese construction 
firms control smaller ones, the report said there is no 
evidence of such a linkage. 
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“The report represents our final effort to avoid U.S. 
trade sanctions,” Sako said, referring to a USTR report 
due out Tuesday. 


U.S. Expected To Up Demand for Market Access 


OW 2411145389 Tokyo JIJI in English 1228 GMT 
24 Nov 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, Nov. 24 (JIJI PRESS)}—Government offi- 
cials are fearing an escalation of U.S. demand for wider 
access to the Japanese construction market despite 
Washington's decision Wednesday to defer sanctions on 
Japan. 


The officials said Thursday they hope to continue bilat- 
eral government-level consultations to alleviate U.S. 
irritation. 


Construction Minister Shozo Harada expressed disap- 
pointment at a report announced by the Office of the 
U.S. Trade Representative (USTR), which charged 
Japan's policies with effectively blocking the entry of 
U.S. firms into its construction market. 


The Foreign Ministry reacted calmly to the USTR deci- 
sion to postpone until next spring its decision whether it 
should impose sanctions. 


The USTR could have recommended sanctions under 
Section 301 of the U.S. Trade Act of 1974. 


A ministry official said Wednesday's decision suggests 
the USTR lacked a clincher to take an immediate action 


against Japan. 


But government officials said the decision by no means 
indicates an improvement because it only delayed a 
solution of the trade friction that faces the threat of 
retaliation. 


The U.S. decision could make the solution even harder, 
a government source said. 


Forthcoming bilateral construction talks may overlap 
other key trade negotiations that enter final stages, while 
protectionist pressure will likely increase in the U.S. 
Congress next year with ihe approach of an off-year 
election, government officials said. 


The key pending trade talks involve allegedly closed U.S. 
access to Japan’s supercomputer market, one of the three 
areas attacked under the Super 301 provision of the 1988 
U.S. Omnibus Trade Act, and structural impediments to 
bilateral trade and investment. 


While maintaining its basic stance of not entering nego- 
tiations under the threat of retaliation, the Japanese 
Government intends to go all out to remove “dango” 
bid-rigging and other dubious practices charged in the 
latest USTR report. 


FOR OFFICIAL USE ONLY 


FOR OFFICIAL USE ONLY 


FBIS-EAS-89-226 
27 November 1989 


Editorial Views Fixed Bidding in Construction 


OW 2211005789 Tokyo ASAHI EVENING NEWS 
in English 20 Nov 89 p 3—FOR OFFICIAL USE 
ONLY 


{ASAHI SHIMBUN 19 November editorial: “The 
Wrong Approach to "Dango’”’} 


[Text] Much to our bewilderment, Japan’s construction 
industry is now attempting to settle charges of fixed 
bidding (dango) on repair work for the U.S. naval base at 
Yokosuka by agreeing to pay whopping damages to the 
U.S. Goveinment. 


When demands for compensation were first presented, 
the various firms dug in their heels, arguing that the 
criteria for calculating the damages incurred were arbi- 
trarily and unilaterally set by the American side and that 
as they had already paid a surcharge to the Fair Trade 
Commission, demands for further penalties would 
among to double jeopardy. Pressed by the American 
Government to reply within a given time Limit, the 
industry has now capitulated. 


Although the issues standing in the way of an amicable 
settlement have been largely resolved, a few companies 
remain steadfast in their refusal to pay. He~: we see 
illustrated a difference in thinking between Japan and 
the United States. From the American point of view, the 
mere fact of being corporately iinked to a guilty party 
makers one a codefendant. The still unreconciled Japa- 
nese companies, on the other hand, maintain that though 
they were indeed part of a larger body, they did not 
submit bids themselves, did not profit from the result, 
did not in any other way benefit from the scheme, and 
thus cannot go along with the collective punishment 
being proposed. 


The argument is not without merit. It is, in fact, one 
more reason to ask whether it might not have been better 
for the industry to have pondered the matter more 
carefully, instead of precipitously rushing off down the 
path of conciliation. 


The Japanese construction industry explains its course of 
action as dictated by the mounting legal costs involved in 
a protracted court battle and concern about its worsening 
image in America. The real reason, however, reems io be 
that it deemed it unwise to open in public discussion the 
can of worms that Japanese-style cartels do, in fact, 
constitute. 


Clearly we smell a rat. If what it all cormes down to is 
shelling out cash to extricate oneself from a nasty situa- 
tion, it is far too cheap a price to pay. Instead of 
improving our image, it simply ecoourages the percep- 
ticn that when it comes to a showdown, the Japanese can 
always be shaken down. 


The settlement itself has the counterproductive effect of 
exposing the Japanese “dango” system to the whole 
world. It follows only naturally that more and more 
Japanese will be grumbling that if compensation is to go 
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to the American Government, it should also be dis- 
pensed here at home, where price fixing is a daily 
occurence. 


Caught in the pinch of the “settlement” strategy, one 
leader of the construction industry argues that the urge 
for such conciliation (wa no seishin) is inbred in the 
Japanese character. Whatever truth there may be in the 
claim, the industry seems to have revealed just how 
deeply rooted the practice of ““dango” is. An open battle, 
fair and square, in the American courts might have done 
more to evoke sympathy for the Japanese taxpayer, now 
thoroughly disgusted with what the game the construc- 
tion industry has been playing. Bringing to light the 
nature of the beast by means of the judicial process 
would, in the long run, contribute to reforming that 
industry. 


In sharp contrast to the decisive action taken by the U.S. 
Government in demanding compensation for the waste 
of U.S. taxpayers’ money is the puzzling attitude here on 
the Japanese side, where the contractors played dumb 
and the taxpaying public could only sit back with its 
hands folded. 


In Japan, government representatives for public works 
projects set upper limits, based on estimated costs, on 
how much they will pay, so that even if the construction 
firms engage in collusion, they cannot exceed that figure 
if they hope to come up with a winning bid. For that 
reason, it is difficult to demonstrate conclusively the 
amount of damages involved. Another factor is that ina 
ystem in which the citizenry cannot make a direct legal 
challenge to the way its tax money is being used, the 
means for redressing its grievances are quite limited. 


Where “dango” takes place, it generally makes prices 
higher then if there were fair competition. The argument 
that the taxpayer does not suffer because a winning 
bidder sets his costs at or below an established limit 
simply does not hold water. 


li we wish to live down our bad name as the land wheere 
the rigger is king, we must put teeth—that bite—into our 
antitrust laws. Furthermore, the taxpayers must show 
some gumption of their own in acting against violators 
involving local governments, against which is is indeed 
possible to bring damage suits. These are the lessons that 
the scandal ought to teach us. 


US. Claims of Construction Bid-Rigging Viewed 
OW2611130189 Tokyo THE DAILY YOMIURI 

in English 25 Nov 89 p 6—FOR OFFICIAL USE 
ONLY 


[YOMIURI SHIMBUN 24 November editorial: ‘Bid 
Rigging a Barrier’’} 


[Text] The U.S. trade representative’s office (USTR) 
said in a recently released survey that Japan’s construc- 
tion market is still closed, with several barriers including 
“dango” (bid rigging) remaining against foreign firms. 
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We are sorry to see such a report published at a time 
when Japan-U.S. relations are not going weil. 


The only good news is that the U.S. Government did not 
take any quick punitive action against Japan based on 
Section 301 of the Omnibus Trade Act. The worst 
situation has been avoided at least for awhile. 


However, Washington does not intend to relax pressure 
on Japan to open its markets. Instead, it should be 
interpreted that the U.S. Government has saved its 
sanction as a trump card in order to demand maximum 
compromises from Japan when the Japan-U:S. agree- 
ment on construction is reviewed at a meeting scheduled 
for May 1990. 


Washington needs a drastic compromise from Japan in 
order to appease Congress, which is demanding tougher 
policy measures against Japan. 


Dealing With Dango 


The U.S. Government has concluded that the Japanese 
construction market is “unfair” mainly because of dange 
practices. Though the U.S. Government made five pro- 
posals to prevent dango, the Japanese Government 
refused to carry out two of them. One of them requires a 
construction company to attach a written statement to a 
contract that guarantees that the company did not par- 
ticipate in any bid rigging to get the contract. 


The Japanese Government says that the proposal does 
not suit the Japanese system, which is trying to prevent 
dango with administrative measures. The United States 
is planning to use the written statements as evidence in a 
criminal suit brought if the company is found to have 
fixed the bidding, it also says. 


Another U.S. proposal the Japanese Government 
refused is extention extention of a probation period for 
companies found to have participated in bid rigging on 
projects ordered by the Construction Ministry. 


The U.S. side insisted that the current length for the 
suspension, from one month to a maximum of nine 
months, is too lenient. However. Japan gave no sign of 
reconsidering. 


Different Punishments 


Japanese construction companies rely more on public 
work projects than their U.S. counterparts. A longer 
exclusion from bidding is too severe for them, the 
Japanese Government explained. 


The United States’ method of treating bid rigging as a 
criminal offense is rather unique among developed coun- 
tries. Each country has the right to employ its own legal 
system to control the practice. 


However, if the method has little effect on suppressing 
bid rigging, we should review the system. 
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In Japan, no warning or fine is issued against a company 
guilty of bid rigging except in extreme cases. The period 
of suspension is often one to two months. 


We hope the government will review the relevant laws 
and punishments and see that they are strictly adhered 
to. Needless to say, the construction companies should 
practice stricter self-discipline as well. 


The conflict over the construction of U.S. naval facilities 
seems to have been settled since most Japanese compa- 
nies concerned agreed to pay compensation nearly equal 
to the amount demanded by the United States. 


But if the companies believe that money can settle 
everything, and continue the negotiations over bidding, 
antipathy will grow among the public, and Japan-U:S. 
relations will sorely deteriorate. Construction cempanies 
should take this fact to heart. 


Government Urged To Reform Construction 
Industry 


OW2611122089 Tokyo ASAH! EVENING NEWS 
in English 25 Nov 89 p 3—FOR OFFICIAL USE 
ONLY 


{“Cozy Relationship’’] 


[Text] Construction industry officials frequently belly- 
ache about the continuous tarnishing of their industry’s 
image. Young people don’t want to enter the industry 
any more because its work is considered dirty, hard and 
dangerous. And the industry’s “dango” system is under 
attack from the U.S. Government. 


It’s time for industry members to improve their image by 
working together. Instead thcy are preoccupied with 
defending themselves by claiming that their industry has 
different business practices from manufacturing and that 
they t'\erefore cannot easily relieve friction with foreign 
countries. 


It is true that the business practices of the construction 
industry are different. It is an industry that produces 
upon clients’ requests. Its companies get jobs from 
clients. Unlike the manufacturing industry, contractors 
cannot “mass-produce.” Their work is mostly outdoors 
and the location changes constantly. 


There are tremendous number of construction firms— 
500,000, ranging from big general contractors to small 
companies. Public construction projects end up to be 
hotbeds of political and business graft, and the industry 
is an important election machine. A limited volume oi 
work is divided up among many companies, so that the 
system of prime contractors and subcontractors is insti- 
tutionalized. 


These unusual circumstances have spawned business 
practices and rules that are quite different from other 
industries. The differences have been fertile soil for the 
“dango” system, as many people point out. 
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The U.S. Government now demands that Japan change 
this long-standing system. We, too, think that the rules of 
the construction industry should be reformed and made 
internationally acceptable. 


The office of the U.S, Trade Representative (USTR) 
concluded in its investigation that the Japanese con- 
struction market is closed to foreigners. There are many 
points of their judgment with which we agree. In 
response, the Japanese Government and the construc- 
tion industry should make more efforts to reform the 
market. 


Japan should come up with ideas to rectify insufficient 
“dango'’—prevention measures and a closed bidding 
system that retrains free competition, points raised in 
the U.S. investigation. 


The United States charges that the government penalties 
for “dango” are marginal and therefore ineffective, and 
demands that Japan come up with tougher measures. In 
Japan, violators are suspended from bidding for one 
month. The Construction Ministry argues that one- 
month suspension is not a light pu .ishment because 
local governments and public corporations apply the 
same penalty as the national government. 


Although it may be difficult for the government imme- 
diately to upgrade penalties to the U.S. standard of 
suspensions ranging from six months to three years, it 
should consider longer suspension periods and tougher 
standards of legality. 


Japan's closed bidding system stems from the fact that 
clients attach importance to bidders’ past performance. 
The government argues that since it is spending tax 
money, it is natural to designate reliable contractors. 


To be sure, valuing past performance is not limited to 
Japan. Abolishing this system cold cause confusion as 
well. The government should consider bidders’ experi- 
ences overseas so as to make it easier for foreigners to 
crack the Japanese market. In doing so, the government 
should make the standards for selecting contractors 
transparent so as to be understandable to foreign com- 
panies. 

Construction industry officials are relieved that the 
USTR has called off its threat to retaliate against Japan 
by next May. But this means that the Japanese have to 
show tangible evidence of improved market access by 
that time. Thus it can be said that Japan has been given 
tougher homework to be done by that time—which may 
be the Americans’ strategy. 


Ishihara To Protest to U.S. Congress Over Book 


OW2011030889 Tokyo THE JAPAN TIMES 
in English 19 Nov 89 pp 2—FOR OFFICIAL USE 
ONLY 


[Text] Liberal-Democratic Party [LDP] lawmaker Shin- 
taro Ishihara said he will protest to the U.S. Congress for 
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a “pirated” translation of the book he coauthored with 
Sony Chairman Akio Morita. 


The former transportation minister told a news confer- 
ence that there are as many as 40 mistranslations of the 
book “A Japan That Can Say No” and distortions in the 
congressional translation. 


The novelist-turned-politician said it is regrettable that 
the translation was used in minutes of the U.S. Congress 
without his approval, and that the incident will damage 
Japanese-U_S. relations. 


Ishihara also said Congress must reveal who translated 
the book and that he may bring legal action in the case. 


Economic Reform Not Answer to Trade Woes 


OW 1511213289 Tokyo THE JAPAN ECONOMIC 
JOURNAL in English 18 Nov 89 p 8—FOR OFFICIAL 
USE ONLY 


(“Guest Column” article by Takeshi Sasaki, professor of 
political science at the University of Tokyo: “Economic 
Reform Program for Japan Not the Answer to Chronic 
Trade Woes"} 


[Text] The ongoing Structural Impediments Initiative 
(SII) talks between Tokyo and Washington have a very 
strange character. The only thing certain about them is 
that they were originally conceived by both governments 
to create some breathing space as bureaucrats endeavor 
to appease a U.S. Congress inceasingly irritated by the 
persistent heavy trade imbalance with Japan. But the 
fact is there were no prospects for a solution to the issues 
of SII. 


In the first place, some of the issues on the agenda are 
outside the direct purview of government authority. 
Many of the issues, moreover, are extremely difficult to 
resolve even if the governments try in earnest. 


If the two governments really wish to use the talks as 
breathing space in which to resolve difficult trade prob- 
lems, it must be assumed that they are equipped with 
unusually strong political determination to work ihem 
out. Such political resolution cannot be found anywhere. 
It is still unclear whether the talks are simply consulta- 
tions or negotiations aimed at binding results. 


Meanwhile, as is evident from developments in recent 
months, American criticism of Japan appears to be 
rapidly gaining momentum. Arguments being advanced 
by the so-called revisionists with regard to Japan are 
being given sensational c»verage by the media. 


Such a trend in the U S. is fueling the deterioration of 
Japanese sentiment against the U.S. The hostile mood 
toward America is no longer limited to farmers; it is 
becoming widespread among businessmen, bureaucrats, 
politicians and journalists. 

This attests to the sharp deterioration of the political 
environment surrounding the SII talks in both countries. 
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Both governments remain silent on how to deal with the 
changing situation, however. The reason for their silence 
apparently is they lack the political determination to 
counter the trend, Nor do they possess the political 
strength needed to push through the structural dialogues 
in the face of the unfavorable turn of political climate. 


Under the circumstances, SII talks could completely 
deviate from the originally intended purpose of pro- 
viding breathing space. They could become a place for 
the two countries to emphasize each other's “differ- 
ences” and “uniqueness,”’ instead of becoming a forum 
for listening to each other's criticism and learning how to 
correct their respective country's policies. Such a possi- 
bility may be a logical consequence of giving priority to 
‘negotiators’ logic.” 


In the field of economic arguments in Japan, there is a 
rise of arguments in defense of the Japanese-type capi- 
talist economy. These arguments, which are increasingly 
vocal, assert the importance of the Japanese social and 
cultural background as a factor sustaining the high level 
of technological development and productivity, espe- 
cially in high-tech industries. 


Compared with the once-popular developmental capi- 
talist state model, the recent arguments de-emphasize 
the role of the government, amounting to a more apolit- 
ical Japanese capitalist economic theory. A hidden 
intent of this style of arguments is to refute the proposi- 
tion that capitalism can only be U.S.-type capitalism. 
This theory, therefore, presents a strong case against 
Japan's conceding to the U.S. in the field of the so-called 
long-term business transactions or “keiretsu’’ business 
practices. This is a very unfavorable development from 
the viewpoint of the Japanese ‘“Amerippon” idea that 
calls for amalgamation of the two countries’ economies 
into a mutually complementary entity, in which Japan 
would become the 5ist state of the U.S. 


Shintaro Ishihara is symbolic of the emerging mood in 
Japan. Nobody believes that Ishihara’s standing within 
the ruling Liberal Democratic Party has been substan- 
tially strengthened as a result of his criticism of the U.S., 
but this does not guarantee either that there exists in the 
party a powerful group that opposes his argument. Con- 
servative party politicians who do not like Ishihara 
personally may well agree if the same kind of argument is 
made by some other leaders. The likelihood is particu- 
larly strong among politicians in their fifties or younger. 
Of more importance is the thinking of bureaucrats, but 
there is no possibility at all that an argument simply in 
favor of bilateral cooperation between Japan and the 
U.S. will gain in strength among them. 


Most Japanese don't think reforms in the economic life 
are unnecessary. Nor is Ishihara a die-hard conservative 
who totally approves of present conditions in the nation. 
However, problems remain due to the poverty of poli- 
tics, not due to insufficient pressure from the U.S. 


The convention of utilizing U.S. pressure to push 
through domestic reforms is now highly likely to backfire 
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because it is liable to generate significant domestic 
resentment and work against the solution of the problem. 
While the U.S. may be justified in asking Japan to make 
continuous efforts to solve the trade imbalance, it would 
be unwise for Washington to make overy specific 
demands to the extent of jeopardizing Japanese indepen- 
dence, Past experience shows, moreover, that such 
American demands on Japan have failed to make Japa- 
nese politicians and bureaucrats more willing to work 
out reforms on their own. 


Without making efforts enough to cut the trade imbal- 
ance, Americans are engrossed in a reform program for 
Japan—be it either “Amerippon theory” or “Japan 
bashing.”’ Such politics will not earn the respect needed 
to lead the world in a post-Cold War era. Leaders of both 
countries need the political realism and responsibility 
that would propose a new framework of U.S.-Japan 
relations. 


U.S. Envoy Urges Support of E. Europe Reform 


OW2011152489 Tokyo JIJI in English 
1306 GMT 20 Nov 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, Nov. 20 (JIJI PRESS)—U.S. Ambassador 
to Japan Michael Armacost Monday called on Japan to 
cooperate with the United States and other Westen-bloc 
nations to help support reform movements in East 
Eurpean countries. 


“We hope Japan will join efforts to assist Eastern 
Europe's economic revitalization with its typical gener- 
osity. Such support is justified and most timely,’ Arma- 
cost said [words indistinct] at a meeting of the Research 
Institute of Japan, a JIJI PRESS affiliate. 


The 52-year-old ambassador described 1989 as “the 
watershed year for central Europe,” noting recent reform 
movements in Soviet-bloc European countries. 


“For a generation, the West has been preoccupied by the 
danger of a Soviet military assault in Western Europe. 
That possibility has certainly been dramatically dimin- 
ished by political events in Poland, Hungary and East 
Germany,” he said. 


“Prospects of a prompt and successful conclusion of 
conventional arms reduction negotiations in Europe 
have been increased,”” Armacost said, pointing to the 
Soviet Union's “willigness to contemplate unilateral 
reductions of those forces.” 


Such moves will open the door to smaller military 
budgets both in the East and West, he said, noting that 
such budget reductions should “follow rather than pre- 
sume a successful conclusion of those negotiations.” 


Expressing concern over possible violent reactions by 
conservative East European leaders if reforms are pro- 
moted too rapidly, Armacost stressed the importance of 
collaboration in the West to build a “common European 
home.” 
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Polish Solidarity leader Lech Walesa earlier “described 
the victory achieved to date in Poland as theoretic and 
he characterized his own country as a house of cards, 
which could be blown away unless given stronger foun- 
dation which only economic stability and growth could 
provide,” Armacost said. 


“Without seeking to interfere, or without seeking unilat- 
eral advantages, we have an obligation to support the 
efforts by East Europeans to achieve political economic 
reforms. 


“They must chart their own course of national develop- 
ments. This reqires that we preserve a means to maintain 
Western security.” 


On the upcoming summit meeting between U.S. Presi- 
dent George Bush and Soviet leader Mikhail Gorbachev 
Dec. 2-3, Armacost said the two leaders will review the 
“traditional five-point agenda” of U.S.-Soviet relations, 
regional issues, arms control, human rights and bilateral 
issues. 


“All these are important. None has special priority,” he 
added. 


In relation to the changes in Eastern Europe, Armacost 
emphaszed the increasing importance of efforts by Japan 
and the United States for a balanced relationship. 


Citing a recent poll in the United States, he said most 
Americans consider Japan a friendly country and he 
hopes that Japan will not take certain extreme opinions 


as representing the majority. 


On the structural impediments initiative (SII) talks, the 
U.S. ambassador said he believes structural talks should 
not be a focus for frictions between Japan and the United 
States, but both sides could “learn from each other.”’ 


“We know that we have problems in America that are 
focused on the production side, that we need to save 
more, need to invest more and pay more attention to 
productivity,” he said. 


Armacost said Japan's problems include land prices, 
distribution systems and social infrastructures. 


Komeito, U.S. Envoy Hold First Regular Talks 
OW 1711024089 Tokyo JIJI in English 1332 GMT 
16 Nov 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, Nov. 16 (JIJI PRESS)—Leaders of the 
Komeito (Clean Government Party) and U.S. ambas- 
sador to Japan Michael Armacost Thursday exchanged 
views on a wide range of problems both at home and 
abroad. 


At the talks, which were the first round of their regular 
consultations, Armacost strongly requested that Japan 
rectify price gaps between domestic and imported prod- 
ucts. 
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Noting Japan's high savings rate, he also said Japan 
should earmark savings for the improvement of social 
capital, such as building of more hospitals, to cope with 
the country's rapidly aging society, 


The U.S. ambassador also cited preferential tax treat- 
ment for farm land within areas designated for urban- 
ization as a problem to be reviewed. 


The Komeito leadership, including party Chairman 
Koshiro Ishida, stressed the need to establish a “peace 
table’ to promote disarmament in Asia, with both the 
United States and the Soviet Union taking part. 


The next round of the regular consultations proposed by 
Armacost is scheduled to be held after an expected 
general election of the House of Representatives. 


U.S. Military Bases Create Headache for LDP 


OW 1511174989 Tokyo THE JAPAN ECONOMIC 
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[‘‘Political Scene’ column by Noboru Yamada, NIHON 
KEIZAI SHIMBUN senior staff writer: “U.S. Bases 
Creating Minefield for LDP"’} 


[Text] The dispute over whether Japan or the U.S. 
should pay the lion's share of the bill for American bases 
stationed on Japanese soil is never very far beneath the 
surface of bilateral relations. Now, it is about to cause a 
big political stir in Japan. 


The reason: Within this year, the U.S. Congress is 
expected to adopt a resolution asking Japan to bear all 
expenses incurred by the presence of U.S. bases here. 
The resolution will become a big headache for the ruling 
Liberal Democratic Party [LDP] and the Japanese Gov- 
ernment, because the LDP no longer holds a majority in 
both houses of the Diet, and the powerful opposition is 
certain to raise strong objections to such a U.S. move. 


The matter over who foots the bill for U.S. bases is 
clearly stipulated in the Japan-U.S. Status-of-Forces 
Agreement that was concluded when the bilateral secu- 
rity treaty was signed in 1951. 


According to the agreement, the Japanese are to pay for 
all facilities needed for stationing the bases, while the 
U.S. pays the maintenance costs. 


But in response to the U.S. request that Japan bear a 
greater financial burden, Tokyo began in 1978 to pay 
welfare costs for those Japanese working on the bases; 
the next year it started to pay for construction costs for 
U.S. servicemen's housing. 


Alas, since 1979, U.S. demands have not abated. Long 
ago, the Americans decided the Status-of-Forces Agree- 
ment was inadequate. 


Thus, both nations concluded a special agreement in 
1987, opening the way for Japan to pay more for the 
American bases. 
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The government is presently paying part of Japanese 
workers’ allowances for dependents and is expected to 
bear the full amount from 1990. 


U.S. officials, of course, say they fully appreciate Japan's 
moves, But a recent report by the U.S. Board of Audit 
shows the Bush administration believes “Japan should 
bear a burden commensurate with its economic power.” 


Put it another way, it means it will ask a still bigger share 
of money from Tokyo. 


What's more, in two separate Japan-U.S. foreign minis- 
terial meetings held in September, U.S. Secretary of 
State James Baker asked Japan to “cooperate"’ on the 
matter. 


Confronted with this pressure, the Japanese Govern- 
ment says it “is bearing its fullest possible financial 
burden” for the bases. 


But one government official conceded recently, ‘It 
might be necessary to increase the financial burden to a 
certain extent because of strong U.S. pressure.” 


But even if Tokyo changes its mind in the future and 
seeks to revise the agreement to increase its burden, it 
will be extremely difficult to do so because of opposition 
parties’ strong objections. 


Under the circumstances, some government officials 
have started suggesting it might be a good idea to hold uff 
on increasing Japan's burden until 1991, when the 
present special agreement expires. 


But opposition parties, who have charged that Japan is 
becoming a ““mercenary”™ state for the U.S. are not likely 
to go for that either. 


Since the opposition’s victories in the Upper House 
elections last July, both the government and the ruling 
LDP have had a hard time implementing even less 
contentious policies. Naturally, more trouble is in store 
for them if the LDP loses in the general (Lower House) 
elections slated for early next year. 


As things stand now, U.S. pressures upon Japan over the 
matter are very likely to intensify into early next year. 


And since the Japanese domestic political situation is 
showing increasing signs of fluidity, the government 
might be hard-pressed to counter rising pressures from 
both within and without Japan. 


Government on Sharing of Costs for USFJ 


OW2111112689 Tokyo MAINICHI SHIMBUN 
in Japanese 20 Nov 89 Morning Edition p 3—FOR 
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[Text] The government on 19 November decided to 
increase Japan's burden of maintenance costs for U.S. 
forces in Japan [USFJ]. The government made this 
decision in response to growing demands in the United 
States where the U.S. Congress has adopted a resolution 


FBIS-EAS-89-226 
27 November 1989 


calling on Japan to bear all maintenance costs for the 
USF except for salaries of U.S. military personnel, The 
government has begun studying ways of coping with this 
issue, not by amending the Status of Forces Agreement 
[SOFA] concluded between the two countries based on 
the Japan-U.S. Security Treaty, but by revising the 
Special Agreement. The government has adhered to a 
policy of refusing to comply with U.S. demands for 
increasing Japan's burden, arguing that “Japan must 
amend the Status of Forces Agreement to bear additional 
costs."’ Thus, the government has started to seek new 
measures after changing the policy and this is expected to 
trigger debates on the government's consistency and its 
stance toward the United States in the Diet. 


Regarding Japan's increased burden of costs for the 
USFJ, the United States has broached this question and 
asked Japan to increase its burden at every opportunity. 
The government has appropriated ‘‘a sympathetic 
budget” to share maintenance costs for the USFJ since 
1978. From that year on, the government has continu- 
ously increased Japan's burden to comply with U.S. 
requests by construing the SOFA in its favor. Last April, 
the government decided to bear all costs for various 
allowances, including retirement allowances, of Japanese 
employees working for the USFJ until 1991 by amending 
the Special Agreement concluded between the two coun- 
tries in 1987. As a result, Japan spent Y 365,600 million 
this year, sharing more than 40 percent of total costs for 
the USFJ. It is said that Japan's burden sharing rate is 
higher than those of other U.S. allies. 


When the Senate and the House of Representatives of 
the U.S. Congress adopted the resolution calling on 
Japan to bear all maintenance costs for the USFJ this 
summer, the government reacted against the resolution, 
claiming: “Japan cannot bear additional costs without 
amending the present SOFA. Such selfish demands cause 
troubles,” according to (Defense Agency Administrative 
Vice Minister Nishihiro). Although the U.S. Administra- 
tion has lobbied Congress, a unified resolution of the 
Senate and the House of Representatives was adopted in 
line with a more strongly worded Senate resolution on 16 
November. This revealed how the mood for demanding 
Japan's increased burden of maintenance costs for the 
USF) is running high in the United States. 


At present, although there are no specific requests from 
the U.S. Government, a U.S. Government source in 
Tokyo said that “we expect the Japanese side to take 
responsive measures at the earliest time."’ Under this 
circumstance, the government decided to comply with 
U.S. requests because of growing voices among govern- 
ment officials that “in consideration of changing eco- 
nomic relations with the United States, Japan should 
bear what it can,”’ according to (Defense Agency Admin- 
isrative Vice Minister Nishihara). 


The government, as Foreign Minister Nakayama stated, 
has repeatedly said that “it has no intention of amending 
the present SOFA. For this reason, the government has 
begun studying ways of coping with the question mainly 
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by revising the Special Agreement since it requires a new 
framework to increase Japan's burden, The U.S. has 
expressed its interest in increasing Japan's burden of 
costs for areas payable in Japanese yen, which include 
Japanese employees’ salaries amounting to Y60 billion a 
year, light-fuel expenses, and weapon repairing costs. 
The government is believed to be studying these areas. 


In the past, each time the United States asked Japan to 
increase its share of costs to maintain the USFJ, and the 
government judged that there was no way to parry such 
a request, the government would somehow comply by 
creating a new fund or by some other way. The govern- 
ment did this even though it was officially saying: 
“Under the current SOFA, there is no way of increasing 
the share of costs.” 


As a result, there has been an abnormal situation of only 
Japan's share of costs increasing, in contradiction to the 
original intent of Article 24 of the SOFA defining the 
areas of burdens to be shared by Japan and the United 
States. In fact, there were debates in the Diet over the 
question whether the Special Agreement conformed with 
the SOFA when it was first concluded in 1987 and again 
when it was revised the following year. If Japan's share is 
further increased this time, this will mean further devi- 
ation from the SOFA, further taking substance out of the 
SOFA, and hence reducing it to mere form. 


As a result, there are now voices of apprehension being 
heard within the government, (according to a senior 
Defense Agency official), saying: If the government con- 
tinues with this half-way solution of making concessions 
to the United States, and increases its burden, this can 
result in the absurd situation of the U.S. forces in Japan 
living in quarters several times more luxurious than 
those for the Japanese Self-Defense Force troops.“ 


Political Situation Stalls Defense Cost-Sharing 


OW 2611002889 Tokyo THE JAPAN TIMES 
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[Text] JIJI PRESS—Faced with demands by the United 
States to foot more of the bill for keeping U.S. military 
forces in Japan, Tokyo will try to buy time until the 
domestic political situation settles. 


The U.S. House and Senate last week passed a resolution 
calling on Japan to shoulder all direct expenses for the 
upkeep of U.S. forces stationed here under the 1990 
Defense Spending Authorization Bill. 


Japanese Government officials acknowledge the need for 
the U.S., burdened by its twin deficits, to spread out 
cost-sharing. 


But Washington must be made aware of the delicate 
political situation in Japan, in which the opposition now 
holds the majority in the upper house, with a lower house 
election expected soon. 
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For the present, any hope has been swept away of Japan 
raising its share of the security costs, they say. 


Consequently, many officials have proposed working out 
a burden-sharing program over the next year rather than 
trying to formulate a short-term response to U.S. 
demands. 


Foreign Ministry and Defense Agency officials agree that 
Japan will have to assume a greater burden of costs if the 
U.S.-Japanese security alliance is to remain intact. 


Defense Agency officials are particularly anxious to 
mend ties with the U.S. after the contentious debate over 
joint development of the FSX support fighter. 


But the government sees little chance of getting opposi- 
tion approval for such a plan, or coming to terms with 
the U.S. on what share of defense costs Japan must 
shoulder. 


Revising the 1960 Status of Forces Agreement to permit 
Japan to take on more expenses would be difficult and 
would probably bring down the government, Defense 
Agency officials said. 


The scope of increased cost-sharing permitted under the 
current Status of Forces Agreement, meanwhile, is too 
paltry to satisfy Washington. 


Seiki Nishihiro, administrative vice minister of the 
Defense Agency, has raised the idea of signing a special 
agreement on increasing cost-sharing. 


But with the lower house election pending, Prime Min- 
ister Toshiki Kaifu would not be so bold as to incite 
Opposition wrath by reducing or exempting U.S. military 
bases from taxes or offering to shoulder base upkeep 
expenses under a special accord. 


Politicians and bureaucrats alike feel that trying to work 
the increased burden-sharing costs into the budget for 
fiscal 1990 would be too hasty a move, and fear that the 
ensuing chaos could damage the foundations of the 
bilateral security alliance. 


But there is also concern that putting off a decision on 
the burden-sharing issue will only fuel growing U.S. 
criticism that Japan is not willing to shoulder its rightful 
share of defense costs. 


Zushi Mayor on Housing Project for U.S. Forces 


OW2611125089 Tokyo THE DAILY YOMIURI 
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ONLY 


[Text] The National Convention To Save the Ikego 
Forest will be held Nov. 26 at Ikego Park in Zushi City. 
It will be sponsored by the city of Zushi, the Nature 
Conservation Society of Japan and the Wildbird Society 
of Japan. The mayor of the residential community 40 
kilometers south of Tokyo in Kanagawa-ken, | iro 
Tomino, has been elected to three consecutive n 


FOR OFFICIAL USE ONLY 


FOR OFFICIAL USE ONLY 


14 JAPAN 


a platform opposing construction of a U.S. Forces Japan 
family housing complex at a site adjoining the city. 


The 290-hectare site of wooded hills and valleys was 
used in succession from 1938 to 1978 by the Imperial 
Japanese Navy, the U.S. Army and the U.S. Navy, 
primarily as an ammunition depot. Still assigned to the 
U.S. Navy under the terms of the bilateral Status of 
Forces Agreement, the site was chosen by the govern- 
ment of Japan in 1983 as a site for construction of family 
housing for U.S. servicemen stationed at the Yokosuka 
Naval Base on Tokyo Bay. 


Part of the land is owned by the government of Japan 
and part is leased by the government from private 
owners, some of whom filed suit in 1985 (still in litiga- 
tion) for the return of their land. The city of Zushi was 
incorporated in 1954, comprising the privately owned 
land extending from the government property to the 
Sagami Bay coastline. 


According to the city of Zushi, the Kanagawa Education 
Board began conducting an archeological survey of the 
site by test-digging last year, going full-scale in April this 
year. The board has completed surveying one of nine 
sites, which was turned back over to the government, 
finding artifacts from Japan's Yayoi Period, about 2,000 
years ago, and others thought to be from China's Later 
Han Period. The Yokohama Defense Facilities Admin- 
istration Bureau (YDFAB) began a full-scale construc- 
tion phase at the site Sept. 19, and began leveling a hill 
and cutting down trees. 


According to U.S. Forces Japan spokesman Master Gun- 
nery Sgt. Jacobson Rodriguez, Ikego is the only site 
available to USFJ to construct needed housing to sup- 
port personnel assigned to the base. He added that the 
site already is under USFJ control, it is within com- 
muting distance of the base, and that “there was and is 
no reasonable alternative to the Ikego site.”’ 


According to the YDFAB, the development area covers 
83 hectares, 37 hectares of which are to remain in the 
form of a forest preserve. About 24 hectares will be 
landscaped with grass and trees, and the housing site is to 
cover about 10 hectares. According to the plan, there are 
to be 85 two-story townhouses including 434 units and 
six nine-story high-rise buildings with a total of 420 
units. 


However, according to Tomino, “if this project is real- 
ized, this valuable nature, the only such area in the 
(Tokyo) metropolitan area that remains untouched, will 
be destroyed. Wildlife protected in the well balanced 
environment will disappear. And this housing construc- 
tion will lead to a build-up of the Seventh Fleet of the 
U.S. Navy. This will reverse the current trend toward 
disarmament all over the world.” 


“Just after this project was announced, a voluntary 
movement against this project arose and continues even 
now,” said Tomino. He added that if the property is 
turned over, the city government plans to construct a life 
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science park and a national park, “making the most of 
the natural characteristics of the Ikego woods area.” 


U.S. Criticism of Japan Worries Former Official 


OW 1511235089 Tokyo ASAHI EVENING NEWS 
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[Text] Hilton Head Island, S.C. (ASAHI SHIMBUN) 
[dateline as published]|—Former Deputy Prime Minister 
Kiichi Miyazawa Monday sounded a warning against the 
recently growing trend among Americans to express 
concern toward and adversely criticize U.S.-Japan rela- 
tions over trade and investment problems. 


Delivering a speech at a national congress of Republican 
governors here, Miyazawa also stressed that Japan 
should now study the U.S. request for more sharing of 
the cost of stationing U.S. troops in Japan and positively 
assist Eastern Europe on the basis of a belief that close 
cooperation between Japan and the United States will 
ensure the survival and prosperity of Japan. 


Miyazawa is visiting the United States at the invitation 
of the Republican Party Governors’ Group. 


Miyazawa, as a leading politican who remained in the 
core of the government and the ruling Liberal- 
Democratic Party, apparently wanted to sound a 
warning against such a trend in the United States as well 
as to impress the Japanese domestic political world 
about his political viability. 


The former finance minister tacitly criticized the state- 
ment made by former Transport Minister Shintaro Ish- 
ihara before the mass media which said in effect that 
Japan can alter the world’s military balance by supplying 
semiconductors to the Soviet Union. Miyazawa coun- 
tered that the statement is unrealistic and he hoped it 
would not create misunderstanding in the United States. 


He called for strong U.S. political leadership to expand 
bilateral ties despite shortsighted opinion that the inter- 
ests, values and long-term goals of the two countries 
carry inevitable conflicts. 


\fiyazawa criticized the policy of the opposition Japan 
Socialist Party [JSP] toward the U.S.-Japan security 
treaty, which is drawing increasing attention among 
Americans after the JSP’s landslide victory in the July 
Upper House election. 


He said most Japanese think the security treaty is largely 
beneficial to both countries. 


He also said it’s time for Japan to seek ways to shoulder 
more cost of stationing U.S. troops in Japan for the sake 
of reducing the U.S. budget deficit and fulfilling Japan's 
responsibility for common security goals. 


Miyazawa totally supported the concept of assisting the 
Eastern European reforms U.S. Secretary of State James 
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Baker launched last month as something with which 
Japan and the United States can continue their good 
relations and develop ties. 


Japan Anticipates Move Into U.S. Banking 


OW2311012089 Tokyo THE JAPAN ECONOMIC 
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[By Tomio Shida, JAPAN ECONOMIC JOURNAL 
staff writer] 


[Text] Like children browsing through a candy shop 
under a mother’s disapproving gaze, Japan's leading city 
bankers have their eyes longingly fixed on U.S. financial 
institutions these days, anticipating the time it will be 
safe to move in. 


Behind their caution, Japanese city bankers say, is fear 
that moving too far, too fast could spark resentment in 
the U.S. and ultimately slow down the advance for all of 
them. Holding back is not being made easy by the deluge 
of equity participation and buyout offers being presented 
by U.S. merchant and investment banks, they say. 


For the time being, however, most city banks appear to 
have contented themselves with strengthening existing 
operations, while quietly seeking out low-profile pur- 
chase opportunities. 


Bank of Tokyo, for example, has focused its attention on 
increasing the number of branches of Union Bank in 
California, which it acquired in February 1988, from the 
current 170 to 200 by 1991 and eventually to 300, 
according to Toshiro Kawaguchi, an overseas operations 
manager. The bank is also looking at plans to set up loan 
offices in Washington, D.C. and Pittsburgh. 


Lucrative Middle Market 


No sector of the U.S. banking industry holds more 
interest in Japan than the middle market—that 
involving highly lucrative joans to small and mid-sized 
companies willing to pay more for funds than their larger 
counterparts. 


Dai-Ichi Kangyo Bank, the world’s largest bank, is a 
latecomer to that U.S. market, but it made no bones 
about its intentions in September when it invested $1.4 
billion in Manufacturers Hanover Corp. The cash 
bought it 4.9% of the parent company and 60% of CIT 
—_ Holdings Inc., a financing subsidiary with 59 U.S. 
offices. 


Other major Japanese city banks that have taken owner- 
ship roles in the U.S. market include Fuji, Mitsubishi, 
Sanwa and Mitsui. Each has entered the enormous retail 
banking sector by purchasing mid-sized California 
banks. 
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Second Backlash Feared 


The main reason for the banks’ present caution is fear of 
provoking the sort of backlash that has resulted from 
recent Japanese big purchases—particularly Sony 
Corp.'s buyout of Columbia Pictures Entertainment and 
Mitsubishi Estate Co.'s purchase of a majority share in 
Rockefeller Group. 


“What if Dai-Ichi Kangyo Bank raised its stake (in 
Manufacturers Hanover) to more than 50%?” a Japanese 
banker asked rhetorically. “It would trigger an intense 
reaction on Capitol Hill.” 


In fact Dai-Ichi Kangyo already felt the cold winds of 
political displeasure when it bought into Manufacturers 
Hanover. Senate Banking Committee Chairman Donald 
W. Riegle, a Michigan Democrat, expressed concern in 
early October over Japanese banks’ growing presence ii 
the U.S. at a Senate hearing. 


Like the automakers in his home state, U.S. banks and 
financial institutions are about to meet with a tidal wave 
of Japanese competition, he warned. 


Such sentiments could lead to a second sharp reaction in 
the U.S. to the inroads being made by : .panese bankers, 
they fear. The first backlash climaxed last year when 
Rep. Charles E. Schumer, a New York Democrat, and 
other U.S. banking committee membes complained 
about the primary dealer status of Japanese securities 
companies and banks in the U.S. treasuries market. 


Schumer strongly supported legislation to limit primary 
dealer status at the Federal Reserve Bank of New York to 
financial institutions from contries that offer similar 
opportunities to their U.S. counterparts. 


That puts New York-based money center banks like 
Citibank and Morgan Guaranty completely off-limits to 
Japanese ownership participation, says Masashi 
Yamamoto, deputy general manager of Fuji Bank's 
international planning division. 


Minding Local Sentiment 


Fears are also high in Tokyo that buyouts of so-called 
super-regional banks in the U.S. would ruffle local 
feathers, Yamamoto added. Still, possible buyouts of 
coveted super-regionals such as Nationa! Bank of North 
Carolina, based in Charlotte, and Georgia's Citizens & 
Southern National Bank, could trigger an anguished 
reaction. 


At least for the time being, however the only politically 
palatable entree for Japanese banks into the middle 
market are relatively small financing and leasing compa- 
nies and savings and loan. 


Bank of Tokyo is now negotiating a $100 million deal to 
buy Boston-based Bank of New England's leasing sub- 
sidiary. That firm, Banc New England Leasing, has 
operations along the East Coast where Japanese are 
practically popping their pinstripes to gain a foothold. 
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Impact of Fund Withdrawal on U.S. Bond Market 


OW1511115389 Tokyo THE JAPAN ECONOMIC 
JOURNAL in English 18 Nov 89 p 9—FOR OFFICIAL 
USE ONLY 


[“Opinion” column article by Hisashi Inoue, chief rep- 
resentative and chief economist at the New York repre- 
sentative office of Nikko Research Center Ltd.: “Japan's 
Impact on U.S. Bond Market Exaggerated”’] 


[Text] One issue of growing concern in Japan-U:S. 
economic relations is just how much influence Japan, 
and especially its institutional investors, currently wield 
in the U.S. Government securities market. 


The answer varies, depending on whose numbers one 
uses. The truth seems to lie somewhere between U.S. 
statistics, which underestimate Japanese influence, and 
Japanese statistics, which exaggerate in the opposite 
direction. 


What would actually happen if Japan's institutional 
investors were to sell off their U.S. Treasury securities 
holdings? The following offers a likely scenario. 


First, bond prices would drop in the U.S. Moreover, if 
the sales proceeds were converted into yen, there would 
be a rise in the yen and a fall in the dollar. 


In addition, assuming other conditions remain constant, 
the deficit in Japan's balance of capital accounts would 
shrink. 


Fund recycling by capital transfers 


The resulting increase in Japan's overall balance of 
payments surplus would be disposed of through changes 
in two components of Japan’s external accounts. 


First, foreign exchange reserves, including dollar pur- 
chases by the central bank to prop up the currency, 
would increase. Second, there would be an increase in 
the short-term assets at the discretion of authorized 
foreign exchange banks. 


In both cases, a large chunk of the newly-acquired funds 
would be pumped back into the U.S. short-term securi- 
ties and money markets. Any increase in the U.S. current 
accounts deficit would inevitably be covered by the 
recycling of funds from overseas. 


This recycling could take the form of long-term or 
short-term capital transfers. It could be carried out by 
either the financial or the non-financial side of the 
private sector. Or it could be carried out through the 
public sector. 


According to statistics issued by the U.S. Treasury 
Department, the total balance of outstanding federal 
securities stood at $2,763.6 billion as of the end of 
March 1989. 
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Of this, medium- and long-term bond holdings by for- 
eign governments amounted to $162.3 billion, or 5.9% of 
the total. 


Another $87.1 billion in long-term bonds, a 3.2% share, 
was in the hands of the foreign private sector. This 
produces a total foreign share of 9.1%. 


If the short-term holdings of foreign governments and 
the medium- and short-term holdings of the foreign 
private sector are added in, along with the holdings of 
international institutions, the total proportion in non- 
resident hands stood at 13.4% at the end of 1988. 


Two factors determine increases and decreases in the 
non-resident share of Treasury bond and note holdings. 
One is the size of the U.S. Government deficit. The other 
is the size of the U.S. current accounts deficit. The 
former represents the demand for financing, while the 
latter determines the supply of financing. 


In Japan, the massive surplus in the balance of current 
accounts, combined with a declining surplus in the 
overall balance of payments, points to a large deficit in 
the balance of capital accounts. 


In other words, there has ben a massive shift of Japanese 
capital overseas. This is the reason for the increase in 
overseas private sector holdings of U.S. Treasury bonds 
and notes. 


At the same time, the fall in the dollar since 1986 has 
brought an increase in market intervention in the form 
of dollar buying. This, in turn, is reflected in an increase 
in the government's share of Treasury security holdings. 


At this point it would be appropriate to consider the vast 
discrepancy between figures issued by the U.S. Treasury 
Department, and those put out on the Japanese side by 
the Ministry of Finance and the Securities Dealers 
Association of Japan. 


Japan’s capital account deficit 


As noted above, U.S. statistics indicate that T-bond 
holdings by the foreign private sector amount to $87.1 
billion, or 3.2% of the total. 


But estimates by this author, based on Japanese statis- 
tics, indicate that the private sector in Japan alone holds 
about $140 billion in T-bonds and notes. 


Net Japanese investment in T-bonds and notes in 1986, 
according to U.S. statistics, balanced out to zero. Simple 
cilculations based on statistics from the Japanese side, 
however, show that in the private sector alone, an 
additional $30 billion was put into U.S. T-bonds and 
notes during that year. 


A major reason for this discrepancy is that U.S. statistics 
are based on the “territorial principle.” That is, T-bond 
and note purchases by the foreign branches and subsid- 
iaries of Japanese corporations are not recorded as 
investment from Japan. 
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Even if T-bond and note purchases are recorded by 
Japanese securities firms, who in turn report to the U.S. 
Federal Reserve Board as primary dealers, they are not 
counted in U.S. Treasury Department statistics as Japa- 
nese investment. 


Of course, purchase orders from Japan are recorded at 
the time they are made, but even these are apparently not 
accurately reflected in the US. statistics. 


The Treasury Department itself acknowledges that, “for 
a variety of reasons,” the geographical breakdowns of its 
statistics do not always correctly reflect that actual 
country of origin for all investments. 


There is no doubt that this wide disparity in statistics is 
a major cause of the diverging assessments of Japan’s 
potential influence in the U.S. Treasury security note 
market. 


In estimates by this author, based on Japanese statistics, 
the share of U.S. T-bonds and notes held by Japanese 
institutional investors is about 5%. 


On the other hand, among the 3.2% share ascribed by 
U.S. statistics to the foveign private sector, this author 
estimates that only about 1.5% is accounted for by 
private Japanese investors. 


This provides the basis for the underestimation of Jap- 
anese influence by the U.S. which argues that even if this 
1.5% share were sold off, it would not have much effect 
on the U.S. T-bond and note market. 


A form of zero-sum game 


However, in Japan the tendency has been to overesti- 
mate Japanese influence. Pundits warn that, without 
substantial cuts in the U.S. Government deficit, a with- 
drawal from the Treasury debt market by Japan’s insti- 
tutional investors would bring a collapse in the dollar 
and a surge in US. insterest rates. The result would be 
widespread chaos in the financial and capital markets. 


As noted above, however, two specific mechanisms— 
changes in foreign exchange reserves and asset manage- 
ment by foreign exchange banks—make the whole pro- 
cess a form of zero-sum game. 


If external imbalances between countries are not 
adjusted through autonomous capital transfers in the 
private, non-financial sector, then they will eventually be 
corrected by the two heteronomous mechanisms noted 
above. 


For example, the following sequence of events could 
restore equilibrium after a massive withdrawal of capital 
by Japanese investors. 


The withdrawal of funds would cause U.S. interest rates 
to surge, while Japanese interest rates would drop. This 
would lead to a drop in the dollar, resulting in a sudden 
increase in foreign exchange reserves. 
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This, in turn, would boost government purchases of U.S. 
short-term bills and increase the holdings of short-term 
external assets by authorized foreign exchange banks. 


Next would come a drop in short-term interest rates, 
leading to a downward adjustment of long-term rates 
and rising expectations of further interest rate reduc- 
tions. 


This would cause private-sector capital to flow back into 
the U.S., thus boosting the dollar. At this point, the 
economy would be back where it began. 


While a withdrawal of Japanese funds from U.S. capital 
markets could cause some temporary financial disrup- 
tion, it would not bring the widespread panic that some 
Japanese predict. Japan’s control over the U.S. market is 
clearly being overstated on this side of the Pacific. 


Soviet Union 


Yakovlev Meets Former Prime Minister Nakasone 


OW1511144189 Tokyo JIJI in English 1349 GMT 
15 Nov 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, Nov. 15 (JIJI PRESS)—Aleksandr N. 
Yakovlev, the No. 2 Soviet Party official, Wednesday 
revealed Soviet plans to soon send approximately 10 
fact-finding missions to Japan to study the actual state of 
the Japanese economy. 


The planned sector-oriented missions will have a first- 
hand look at finance, labor-management relations and 
other economic aspects, said Yakovlev, a Soviet Polit- 
buro member and secretary of the Communist Party’s 
Central Committee, in a meeting with former Japanese 
Prime Minister Yasuhiro Nakasone. 


The Soviet official expressed the Kremlin’s hope that 
Japan and the Soviet Union will study all possible ways 
to improve their relations through discussions at a bilat- 
eral working group to expedite negotiations on the 
conclusion of a peace treaty. 


By doing this, the two countries should secure a path out 
of any difficult situation in which they may be involved, 
Yakovlev told Nakasone. 


Yakovlev has been here since last Sunday on a week-long 
visit and has to date conferred with government and 
Diet (parliament) leaders, including Prime Minister 
Toshiki Kaifu, Foreign Minister Taro Nakayama and 
House of Representatives Speaker Hajime Tamura. He 
was also received in audience by Emperor Akihito 
Tuesday. 


Nakasone, for his part, said that if conditions, like 
progress in democratization in Eastern Europe and 
Russo-Japanese negotiations on a peace treaty, are set, 
Soviet leader Mikhail Gorbachev [words indistinct] 
invited to an annual economic summit meeting of major 
industrial powers. 
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Yakovlev promised he would convey Nakasone’s remark 
to Gorbachev. 


No Progress Seen in Japan-USSR Territorial Issue 


OW1911044289 Tokyo THE JAPAN TIMES 
in English 17 Nov 89 pp 1, 3—FOR OFFICIAL USE 
ONLY 


[By staff writer Hisane Masaki: “Third way’ Plan shows 
Soviet Desire for Detente’’] 


{Text} Aleksandr Yakovlev, a visiting top member of the 
Soviet Politburo, on Wednesday ended scheduled talks 
with Japanese political leaders in which he repeatedly 
expressed a strong desire for improvement in ties with 
Japan. 


Though widely expected, no progress was made this 
week in the Longstanding dispute over the Soviet-held 
islands off the northeastern tip of Hokkaido. The dispute 
has strained bilateral ties since the end of World War II. 


But Yakovlev, the righthand man of Soviet leader 
Mikhail Gorbachev and archited of Gorbachev’s foreign 
policy of detente, gave some indications of what 
appeared to be a softened Soviet stance on the issue. 


“We invited Mr Yakovlev here to get him to directly 
hear the views of Japanese-Soviet ties, and that purpose 
was achieved,” a top Foreign Ministry official said. 


The official added that it is still unclear if, and how, 
Yakovlev has changed his views on Japanese-Soviet ties 
through his talks with Prime Minister Toshiki Kaifu and 
other Japanese leaders. 


As Yakovlev acknowledged, his current trip marks the 
start of full-scale preparations for Gorbachev's planned 
visit to Japan in 1991. 


Japanese officials believe that ““Yakovlev’s report back 
to Gorbachev will set the direction of the Soviet leader’s 
policy toward Japan and the future of the bilateral 
territorial dispute. 


When Yakovlev spoke Monday to Ichiro Ozawa, secre- 
tary genera! of the ruling Liberal-Democratic Party, he 
proposed what he termed a “third way” to break the 
current deadlock in bilateral relations and drew particu- 
larly wide attention here. 


Those remarks were initially taken as indicating Mos- 
cow’s willingness to make some concessions on the 
territorial dispute in the future, including an agreement 
to return part of the islands in question—Habomai, 
Shikotan, Etorofu and Kunashiri. 


The outspoken Yakovlev denied the following day that 
he meant any possibility of concessions on the issue and 
said the “third way” is to expand various aspects of 
bilateral ties, including political, economic and cultural 
exchanges, through further dialogue. 
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Japan has maintained that a peace treaty now being 
negotiated at the working level should be concluded out 
only after the territorial issue is resolved. 


In line with the policy of not separating politics and 
economics in dealing with the Soviet Union, Japan has 
also refrained from significantly developing bilateral 
economic and trade relations until the thorny issue is 
settled. 


Yakovlev agreed on the need for a peace treaty but 
denounced Japan's linkage of politics and economics at a 
meeting with Kaifu. 


He told Kaifu that Russo-Japanese relations are being 
“ovberly politicized” by Japan's claim to the islands and 
proposed that solutions be pursued while further 
boosting other aspects of bilateral ties such as eco- 
nomics, trade and investment. 


Apparently disgruntled at the low level of bilateral 
economic and trade ties, Yakovlev also complained to 
Foreign Minister Taro Nakayama that there are only 20 
joint ventures with Japanese firms in the Soviet Union. 


Japanese officials would be happy if political and eco- 
nomic ties are advanced simultaneously, as Yakovlev 
demands, but fear mostly that at this stage it is only the 
Soviet Union that will benefit from virtual shelving of 
the territorial dispute. 


There is a good reason for such Japanese fears. When 
then Foreign Minister Sosuke Uno visited Moscow in 
May Gorbachev proposed that the issue be shelved, 
saying Japan’s ties with China and South Korea have 
developed despite a territorial dispute with each of the 
two Asian nations. 


Some Japanese officials view Yakoviev’s “third way” 
proposal and other remarks indicating Moscow’s soft- 
ened stance on the territorial issue as part of an inge- 
nious strategy to divide Japanese public opinion. 


But some political analysts still believe Moscow may 
offer some concessions on the territorial dispute in the 
course of preparations for Gorbachev's Japan visit. 


These analysts stressed the need for further debate 
among Japanese on what response their nation should 
make to possible Soviet initiatives, which they said could 
be a return of part of the disputed islands or co- 
administration of the islands between the two countries. 


Although a Diet resolution exists calling for the simulta- 
neous return of all the islands in question, Foreign 
Minister Nakayama hinted at the Foreign Affairs Com- 
mittee of the Upper House on Nov. 10 that Japan may 
not necessarily adhere to that policy if all the islands are 
eventually returned. 


Referring to that point, the YOMIURI SHIMBUN, 
Japan’s largest daily, said in its Wednesday editorial that 
such an approach to the issue’s settlement is worth 
consideration. 
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On the other hand, the leading financial newspaper, the 
NIHON KEIZAI SHIMBUN, editorially cautioned 
thursday against excessive expectations over Yakovlev’s 
remarks about dialogue on the bilateral territorial dis- 
pute. 


JCP’s Tachiki Meets USSR’s Yakovlev 


OW1611190889 Tokyo JPS in English 0924 GMT 
16 Nov 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo Nov 16 JPS—Hiroshi Tachiki, Standing 
Presidium member and head of the International Com- 
mission of the Japanese Communist Party [JCP], on 
November 15 held cordial talks with Aleksandr Yakov- 
lev, head of the Supreme Soviet delegation, at the 
request of the Soviet side. 


In the talks Tachiki reminded him of the basic issues 
pending between the JCP and CPSU, which must be 
resolved, such as the argument that “all human values 
have priority over class interests’, and the Soviet atti- 
tude toward the JCP-CPSU joint statement on the elim- 
ination of nuclear weapons. Expressing the views of the 
JCP, he requested a serious response from the CPSU. 


Yakovlev repeated the position of the CPSU. 


JCP Dislikes Soviet Attitude on Movements 


OW 1611005689 Tokyo JIJI in English 1248 GMT 
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[Text] Tokyo, Nov. 15 (JIJI PRESS)}—A Japan Commu- 
nist Party (JCP) Wednesday attacked the Soviet Com- 
munist Party’s stance toward anti-atomic bomb move- 
ments in Japan during a meeting with visiting Soviet 
Politburo member Aleksandr Yakovlev. 


Hiroshi Tachiki, head of the JCP’s International Affairs 
Committee, charged that Moscow’s sending an official 
delegation to an annual world conference sponsored by 
the Japan Congress Against Atomic and Hydrogen 
Bombs (Gensuikin) is proving a hindrance to Japanese 
movements toward the abolition of nuclear weapons. 


Gensuikin is affiliated with the Japan Socialist Party 
(JSP), while the JCP backs another organization, Japan 
Council Against Atomic and Hydrogen Bombs (Gensui- 
kyo). 


But Yakovlev, Soviet leader Mikhail Gorbachev's right- 
hand man now visiting Japan at the head of a Supreme 
Soviet delegation, simply said he would not be surprised 
to find the two communist parties do not share the same 
position on the issue. 


Chairman of Soviet Anti-Nuclear Group 
Interviewed 

OW1911233689 Tokyo MAINICHI SHIMBUN 

in Japanese 17 Nov 89 Morning Edition p 3—FOR 
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[Interview with Oliyyan Omarovich Suleymenov, 
chairman of the ‘“‘Nevada-Semipalatinsk”’ anti-nuclear 
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movement and member of the Yakovlev-led USSR 
Supreme Soviet delegation, with unidentified MAIN- 
ICHI SHIMBUN reporter on 16 November; place not 
given] 


{[Text] Mr Oliyyan Omarovich Suleymenov, age 50, 
chairman of “the Nevada-Semipalatinsk Movement,” 
the first anti-nuclear organization in the Soviet Union, is 
visiting Japan as a member of the USSR Supreme Soviet 
delegation (led by Politburo member Yakovlev). In an 
interview with a MAINICHI SHIMBUN reporter on 16 
November, he disclosed that the movement plans to hold 
a world conference of anti-nuclear civic organizations in 
Alma Ata, the capital of Kazakh Republic where a 
nuclear testing ground is located, in May 1990. In the 
interview, he said that he had asked Hyosuke Kujiraoka, 
vice chairman of the Dietmen’s League for Promotion of 
International Disarmament (Lower House member) to 
be a member of the organizing committee for the con- 
ference, and according to Kujiraoka’s office, “he wants 
to go to Alma Ata if his schedule permits.” Suleymenov 
added that he would also ask anti-nuclear organizations 
in Japan and the United States to attend the conference. 


In the interview, he disclosed that since the Kazakh 
Republic Supreme Soviet adopted a resolution calling 
for the closing of the Semipalatinsk Nuclear Testing 
Ground, which is located in the Republic, the mood for 
holding the conference has been running high in the 
Soviet Union. He is first secretary of the Kazakh 
Republic Writers Union and has written many novels 
and movie scenarios. He was elected deputy of the 
Congress of People’s Deputies in the Marci election and 
later elected a member of the Supreme Soviet. The 
following are questions and answers from the interview: 


[Question] What sort of organization is “the Nevada- 
Semipalatinsk Movement’? 


[Suleymenov] It was organized in Kazakh Republic on 
12 February as the first anti-nuclear civic organization in 
the Soviet Union. The issue of radioactive leakage in the 
Semipalatinsk Nuclear Testing Ground prompted the 
inauguration of the organization. The organization has 
been named after the largest nuclear testing grounds in 
the United States and the Soviet Union. 


[Question] What is the objective of the movement? 


{[Suleymenov] For the short-term, the movement is 
aimed at calling on the Soviet Government to suspend 
nuclear tests. If the tests are suspended, this will make it 
impossible for the Soviet Union to manufacture nuclear 
weapons. I raised questions about nuclear tests at a 
Supreme Soviet session held in April this year. In 
response, Premier Ryzhkov promised that the Soviet 
Government would reduce the number of tests and cut 
the testing explosive power from 150 kilotons to 20 
kilotons. But, the government conducted a 75-kiloton 
nuclear test on 19 October, breaking the premier’s 
promise. Therefore, we demonstrated, demanding the 
closing of the testing ground. 
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[Question] What are the prospects for achieving the 
objective? 


[Suleymenov; It wil! be difficult. In the United States, 
the military industry is a lucrative business, and in the 
Soviet Union, hundreds of thousands of workers are 
employed by it. Tie question is: Which shall we let 
survive, either mankind or the military industry? Which 
shall we choose? 


[Question] What are the reactions of Soviet citizens to 
the movement? 


[Suleymenov] 50,000 people held a rally near the nuclear 
testing ground and prayed for the victims of atomic 
bombs in Hiroshima and Nagasaki. When asked to raise 
their hands as a sign of support for a resolution to send 
a message to President Bush and General Secretary 
Gorbachev, almost all of participants in the rally raised 
their palms upward (a sign of peace in the Central Asian 
region in ancient times). However, there were some 
people who did not understand. Therefore, we plan to 
hold a world anti-nuclear rally in Alma Ata in May 1990. 


[Question] What are you going to do in the rally? 


{Suleymenov] We want to gather many anti-nuclear and 
disarmament activists together and adopt an appeal to 
realize our desires. I could not contact anti-nuclear 
organizations in Japan because of a tight schedule. I am 
thinking of writing letters to them. I am planning to go to 
the United States in near future to meet with anti- 
nuclear activists there. 


Columnist Assesses Results of Yakovlev Visit 


OQW2011030789 Tokyo THE JAPAN TIMES 
in English 19 Nov 89 pp 1, 6—FOR OFFICIAL USE 
ONLY 


(“Our Times” column by Masaru Ogawa: “Soviet’s 
‘Third Way””’] 


[Text] Soviet visitor Aleksandr Yakovlev, a Communist 
Party Politburo member and secretary of its Central 
committee, who headed a Supreme Soviet mission to 
Japan, monopolized the local scene in a whirlwind 
six-day stopover last week. The party managed to touch 
almost all necessary bases here during its stay. 


Media attention was focused on the visiting Soviet group 
for several reasons. Leader Yakovlev, for one, is reputed 
to be the right-hand man of Soviet strongman Mikhail 
Gorbachev and responsible for much of the softline 
detente policy the country is now pursuing. 


Yakovlev, moreover, visited Japan with the specific aim 
of preparing the way for the visit by the Soviet president 
scheduled for 1991. When Gorbachev arrives, he will 
have to face up to the question of Japan’s northern 
territories, the islands of Habomai, Shikotan, Kunashiri, 
and Etorofu, which are now illegally occupied by the 
Soviet Union. 
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The Yakovlev mission was also placed at the center of 
interest when its leader wondered whether there wasn‘“‘t 
"a third way to make concessions on the territorial 
issue. 


It was made clear the next day that the Soviet had 
nothing of the sort in mind. What Yakovlev had meant 
to say was that the dialogue between the two nations 
should be expanded on the various phases of their 
bilateral ties, includng political, economic and cultura. 


But this incident did show the optimistic side of the 
Japanese character. Getting the islands back from the 
Soviets will not be that easy is the lesson learned. And 
that means that Japan’s determination and persistence 
must be doubled. 


But cannot be denied that some progress has been made, 
from the Japanese standpoint, on the island issue. There 
was a time when the Soviets tried to pass it off as 
nonexistent. In extreme cases, they even claimed that 
some “Japanese” had agreed to drop the issue. We recall 
asking when and where did this “happening” was sup- 
posed to have taken place. 


Naturally, there was no answer. 


Now, however, one may presume the territorial issue has 
been brought back ‘« life and is fully capable of being 
entertained on the official agenda of a bilateral meeting 
between the USSR and Japan. 


It must be noted also that, of late, Japan’s claim to its 
northern territories has been supported by several Soviet 
citizens, including Andrey Sakharov, Nobel Prize winner 
in 1975 and a strong human rights activist. 


In a recent visit to Japan to attend the 2nd Nobel 
Laureates forum, Sakharov said that pre-World War II 
national borders can be kept, “because I believe a war 
should not be used as a means to change and expand 
territory.” 


Getting back to the Yakovlev visit, it was obvious the 
leader was was never at a loss for words and could be 
most persuasive—with his smiling diplomacy. But it 
would seem that the Supreme Soviet mission had no 
definite policy line to sell. 


The more important task, perhaps, was for Japan to 
display the strength and resolution with which it hopes 
to convince the Soviets of its determination to achieve 
the return of the northern territories. It would be well if 
Yakovlev and his colleagues took back with them some 
of Japan’s wishes toward the Soviets. 


No time, beyond the year 1991, has been set for the 
Gorbachev visit to Japan. This means that there is still 
plenty of time to maneuver for either side. From our 
understanding, we would expect the Kremlin to under- 
take a feasibility study of getting Japan interested in a 
peace treaty with the Soviet Union. 
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Although Japan has insisted that the settlement of the 
territorial problem must precede any real work on the 
peace treaty, the Soviets may want to fall back, indeed, 
on their “third way” of engaging in “constructive talks” 
on the subject of national land at the same time. 


This would be conducted, from the Soviet standpoint, 
that out of the talks may come one subject which could 
be translated into action—and that would be the dia- 
logue on the long-delayed peace pact. 


But there are also prominent politicians eager to visit the 
Soviet Union and to try their hand at working toward a 
better understanding with the people there. Shintaro 
Abe, head of his own faction whose mentor is ex-Prime 
Minister Takeo Fukuda, has made arrangements with 
Yakovlev to pay Moscow a visit in early or middle 
January. 


He is naturally desirous of getting himself out of the 
political ‘‘dog house” into which the recruit scandal has 
placed him, and making headway with the Soviets in 
improving relations with Japan is one way back. 


Of course, Abe’s colleague in the Liberal-Democratic 
Party, ex-Finance Minister Kiichi Miyazawa, is seeking 
the comeback route through the United States at the 
present time. 


But then, Japan Socialist Party chairperson Takako Doi 
has been invited by Yakovlev to visit Moscow at any 
time between January and April. 


Our hope is that Yakovlev and his colleagues on the 
“brushing off dew” mission for the 1991 Gorbachev visit 
is now reporting back to the Kremlin on the determina- 
tion of the Japanese people on the reversion of the 
northern territories. 


Yakovlev ‘Dazzled’ Politicians During Visit 
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[““Behind the Scenes” article by Minoru Hirano: ‘‘Yak- 
oviev’s Ability To Dazzle”) 


[Text] Soviet Politburo member Aleksandr Yakovlev has 
been called the scenario writer for Soviet President 
Mikhail Gorbachev’s starring performances on the inter- 
national stage. In Tokyo this week, Yakovlev displayed 
that he is not inferior to Gorbachev as a performer. 


There was little real progress on the northern territorial 
issue during his talks with Prime Minister Toshiki Kaifu 
and Foreign Minister Taro Nakayama. The talks fol- 
lowed the same script as all past territorial talks between 
the two countries. Japan called for settling the territorial 
issue before the conclusion of a peace treaty, while the 
Soviet side usserted that the two countries should set 
aside the territorial problem and first forge multilateral 
cooperative relations, including economic cooperation. 
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Moscow’s most urgent concern at present is Eastern 
Europe, which will be high on the agenda at the U:S.- 
Soviet Mediterranean summit to be held off Malta on 
Dec. 2 and 3. 


Compared with this immediate problem, there is ample 
time for Japan and the Soviet Union to settle their 
pending issues before Gorbachev's visit to Japan in 
1991. 


Nevertheless, Yakovlev, who has to devote his energies 
to preparations for the Mediterranean summit, took the 
time to come to Japan. The Foreign Ministry must 
appreciate the importance Moscow has attached to 
Japan. 


When former Prime Minister Yasuhiro Nakasone met 
with Gorbachev in Moscow in July 1988, he complained 
that the Soviet Union places importance on Europe but 
slights Asia. He must take back his words. 


Yakovlev reportedly invited the Emperor to visit the 
Soviet Union when he called at the palace Tuesday. This 
also contributed to dispelling the frostiness in Tokyo- 
Moscow relations. 


When the heads of state of 55 countries, including U.S. 
President George Bush and French President Francois 
Mitterrand, attended the state funeral for Emperior 
Showa, the Soviet Union was represented by Anatoly 
Ivanovich Lukyanov, first deputy chairman of the Pre- 
sidium of the Supreme Soviet. Critics said that sending a 
man whose name is known to few Japanese indicated a 
Soviet policy of belittling Japan. 


Upon returning from Moscow, Nakasone said Gor- 
bachev had mentioned the number of disputed islands as 
three (actually there are four islands involved). He 
reported to then Prime Minister Noboru Takeshita that 
he suspects the Soviet Foreign Ministry is not keeping 
Gorbachev well informed of Japanese affairs. Nakasone 
also criticized the Japanese Foreign Ministry for taking 
an inflexible attitude toward the Soviet Union. 


Yakovlev is reputedly an originator of a “‘new thinking” 
in Soviet foreign policy, resulting in a major departure 
from past Soviet methods of dealing with Western coun- 
tries. When he met with Kaifu and Nakayama, he 
probably found that both men were only reading the 
lines handed to them by the Foreign Ministry. The 
meeting with Nakayama ended in an exchange of mean- 
ingless platitudes, and no in-depth debate on the territo- 
rial issue was held. 


Instead, Liberal Democratic Party Secretary General 
Ichiro Ozawa became Yakovlev’s main target. Yakovlev 
told him that the Soviet Union would study whether 
there was a “third way”’ to settle the territorial issue. 


At the Japan Press Club Wednesday, Yakovlev said that 
by “third way” he meant “constructive dialogue” in the 
working-level negotiations between the two countries. 
Thus, he implied nothing more than a call to “give us 
time.” 
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However, few would deny that Yakovlev, without 
yielding an inch, made the Japanese more hopeful about 
future negotiations. 


Yakovlev is Gorbachev’s closest confidant and is the No. 
2 man in the Soviet hierarchy. Just by his solo perfor- 
mance, he dazzled the politicians and media of Japan. 
What will happen when Gorbachev himself comes? 


Editorial Views Yakoviev’s ‘Third Way’ Plan 


OW1911051089 Tokyo THE JAPAN TIMES 
in English 17 Nov 89 p 18—FOR OFFICIAL USE 
ONLY 


[{Editorial: ‘“‘A New But Ambiguous Approach’”’} 


[Text] Mr Aleksandr Yakovlev, the visiting leading 
member of the Soviet Politburo, has succeeded in cre- 
ating an atmosphere here which will be constructive to 
improvement of the relationship between Japan and the 
Soviet Union. But his statements concerning the 
problem of Japan’s northern islands occupied by the 
Soviets since the end of World War II were shrouded in 
ambiguity. 


In his talks with Mr Ichiro Ozawa, secretary general of 
the ruling Liberal-Democratic Party (LDP), Mr Yak- 
ovlev was quoted as saying that Moscow will study “a 
third way” to resolve the teritorial issue involving the 
three Soviet-held islands and group of islets off Hok- 
kaido, which are claimed by Japan. In his meeting with 
Foreign Minister Taro Nakayama, he sugested that a 
hasty attempt would not help solve the issue. 


Expounding the Soviet position at a press conference on 
Wednesday, Mr Yakoviev said that by “a third way” he 
meant conducting “‘constructive dialogue” in a bilateral 
joint committee studying the possibility of a peace treaty 
between our two nations and the resulting expansion of 
bilateral relationships in various areas. He stated that as 
mutual understanding deepens through such a process, 
all the pending problems would become easy to solve. 


Obviously, Mr Yakovlev took a small departure—or a 
step forward although we have yet to know the direc- 
tion—from the long-held Soviet position that there are 
“no issues pending between the two countries since 
World War II,” which has alternated with the slightly 
more conciliatory stance that there remain some “‘diffi- 
cult problems” between Japan and the Soviet Union. 


In the past couple of years, some Soviet scholars have 
expressed opinions incompatible with the Kremlin’s 
official position, arguing for partial reversion of these 
northern territories or placing the islands under joint 
administration. Compared with such arguments, how- 
ever, Mr Yakovlev’s statements are consequential 
because he is an influential Politburo member and one of 
the close aides to President Mikhail Gorbachev. There- 
fore, his ambiguity has prompted the Japanese to try to 
go behind his worlds. 
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Some commentators saw a sign of favorable change in 
his reference to “‘a third way.” But skeptics are sounding 
a warning against the possibility that Mr Yakovliev's 
statements, concliliator in tone but ambiguous in 
meaning, are intended to create a division in Japanese 
public opinion about the nation’s attitude toward the 
Soviet Union. It is recalled in this connection that 
Opiniuns in favor of separately treating political and 
economic issues in dealing with the Soviets had been 
gaining limited support here until the Soviet invasion of 
Afghanistan in 1979 crushed Japanese confidence in the 
Kremlin as a partner in mutual endeavours to build a 
practical relationship. 


In reality, however, Mr Yakovlev’s message is still far 
from providing a common ground in discussing the 
territorial issue with the Japanese Government, which 
holds to the basic position that all the disputed northern 
islands should revert to Japan. But, as Mr Yakovlev 
suggested, no-nonsense discussions conducted in the 
joint committee may develop into a productive dialogue, 
which will depend greatly on the coming development of 
both domestic and international conditions. 


Without Mr Gorbachev and his perestroyka reforms, 
there would not have been Mr Yakovlev’s ambiguous 
but conciliatory statement on the territorial issue or Mr 
Gorbachev’s scheduled visit to Japan in 1991. At the 
same time, Mr Gorbachev has not yet succeeded in 
restructuring the Soviet society to the extent that he can 
confidently change in line with his liberal thinking the 
Soviet policies on touchy issues such as the northern 
territorial problem. 


The Japanese Government has similar difficulties. An 
LDP leader’s compromising remark on the matter will 
most certainly ensure the ruling party of a defeat in a 
major election. The same thing can be said for any 
Opposition party. This is the stark reality that has its 
roots in the Soviet conduct in the closing days of World 
War II and has resulted from the postwar relationships 
between the two nations. 


The visit here of the Soviet parliamentarians led by Mr 
Yakovlev and his rather optimistic outlook for the future 
bilateral relationship seem to assure us that things are 
developing toward better Japan-Soviet ties, but they 
have yet to reach the point of allowing a Soviet leader to 
speak on the territorial issue in specific terms. 


Article Analyzes Yakovlev’s Statement 


OW1911030389 Tokyo ASAHI EVENING NEWS 
in English 17 Nov 89 p 6—FOR OFFICIAL USE 
ONLY 


(Unattributed “Political Spectrum”’ column: “Positive 
More or Trial Balloon?’’] 


[Text] Soviet Politburo member Aleksandr Yakovlev is 
credited with having devised key words to Mikhail 
Gorbachev’s new-thinking diplomacy, such as the con- 
cept of a European Common House. He displayed his 
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skill in inventing catchwords when he said here this week 
that Moscow will see whether there can be “a third way" 
to improve relations between his country and Japan. 


Speculation immediately mounted over the meaning of 
the statement. Does the Soviet Union have a new plan to 
resolve a ng dispute over the Soviet-held south 
Kurile islands? Or was it based on merely hazy ideas for 
better bilateral ties? 


Ichiro Ozawa, secretary general of the ruling Liberal- 
Democratic Party, reacted favorably to the statement, 
saying it appears to indicate that the Soviet Union is 
taking a positive stand about resolving the territorial 
issue, “I think it’s action-oriented,” he said. Yakoviev 
mentioned the “third way" approach to get around the 
diferences between the Soviet Union and Japan in his 
meeting with Ozawa. 


But a top official of the Foreign Ministry (Gaimusho) 
played it down as nothing special. “The statement 
should be taken as merely indicating that the Soviet 
Union has flexible views,” he said. “There is no need to 
consider its meaning seriously." 


A Gaimusho source saw the Yakovlev statement as a 
trial balloon to test Japanese reaction. “Mr Yakovlev 
used an expression that can be interpreted any way,” he 
noted. 


Fending off questions about the “third way” approach in 
his meeting with Chairman Koshiro Ishida of the Clean 
Government Party (Komeito), Yakovlev, the Kremlin's 
de facto No. 2 man, said: “Talks between our countries, 
which have been based on a conflict of views, should 
now be based on dialogue.” 


He was more specific when he met Satsuki Eda, leader of 
the United Social Democratic Party (Shaminren). 
“When you can't enter a room because of rocks piled up 
at two doors (for the Soviet Union and Japan), you must 
open a third door,” he said. 


Yakovlev, leader of a Supreme Soviet delegation, sur- 
prised related Japanese officials by frankly expressing 
enthusiasm for full-fledged Japanese economic coopera- 
tion. Previously, Soviet officials, while strongly indi- 
cating their desire for an infusion of more Japanese aid, 
had used modest expressions. 


“Would it be better for Japan if we brought in West 
Germany, South Korea and the United States for the 
development of Siberia?” asked Yakovlev in his meeting 
with leaders of the League of Dietmen for Russo- 
Japanese Friendship. He asked the question when 
former Foreign Minister Yoshio Sakurauchi, president 
of the league, reiterated that political and economic 
affairs were inseparable in dealing with the Soviet 
Union. 


Yakovlev's audience with the Emperor and Empress also 
attracted attention. He was the second visiting Soviet 
VIP to be received in audience after then Foreign Min- 
ister Andrey Gromyko in 1976. The Soviet side had 
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strongly requested it, according to sources in the Diet, 
which had invited the Yakovlev mission. 


Moscow's attitude toward the Ernperor system in Japan 
has clearly changed in recent years. The Kremlin sent 
Anatoliy Lukyanov, first deputy chairman of the Pre- 
sidium of the Supreme Soviet, to attend the state funeral 
for the late Emperor Showa in February. Commending 
On an invitation extended by Yakovlev to the Emperor 
and Empress to visit the Soviet Union, some observers 
say that the move—a matter of form as there is no 
chance now that it will materialize—was probably 
intended to give the Japanese people a favorable impres- 
sion about his country. 


The invitation was obviously aimed at paving the way 
for Gorbachev's scheduled visit here in 1991. “The 
Soviets know what they should do to ease the Japanese 
p-rception that theirs is a cold and rigid country,” says a 
Gaimusho source. 


A historian by training, Yakovlev was formerly the 
propaganda chief of the Soviet Communist Party. Pro- 
moting perestroyka in his meeting with Eda, he said that 
although his country will not export revolution, it hopes 
to export perestroyka to such countries as the United 
States and Canada. “The democratization of Eastern 
Europe is a matter of course, and it is only the West that 
is suprised at it,” he said. 


Demoted by former Soviet leader Leonid Brezhnev, 
Yakovlev served as ambassador to Canada for 10 years 
before he was called back to Moscow by Gorbachev. He 
then rose through the ranks to become the closest aide to 
Gorbachev. 


ASAHI Editorial Views Yakoviev’s Remarks 


OW 1811233989 Tokyo ASAHI EVENING NEWS 
in English 17 Nov 89 p 3—FOR OFFICIAL USE 
ONLY 


[ASAHI SHIMBUN 17 November editorial: “A New 
Age in Soviet Relations”’} 


[Text] Aleksandr Yakovlev, the member of the Soviet 
Communist Party's Politburo and secretary of its Cen- 
tral Committee who is heading a Supreme Soviet dele- 
gation to Japan, has appealed in varied words through 
talks with Prime Minister Toshiki Kaifu, Foreign Min- 
ister Taro Nakayama and political party leaders for a 
need to work for better relations between Japan and tk 
Soviet Union. His words may well be taken as a signal ot 
the seriousness with which the Soviet leadership wants to 
improve bilateral ties. 


His visit suggests that the Kremlin considers improve- 
ments in Soviet-Japanese relations an important polit- 
ical task with Soviet President Mikhail Gorbachev's 
scheduled visit to Japan coming up in 1991. 
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Yakovlev also must have come to sense Japan's wishes 
for better ties of friendship with the Soviet Union 
through his contact with representatives of segments of 
Japanese society. 


He did not make any new substantial proposals on the 
pending issue of the northern territories. It was perhaps 
unavoidable that he did not manage to put the Soviets’ 
cards on the table, as they are still at the stage where they 
must take soundings in preparation for Gorbachev's 


proposed visit to Japan. 


All sorts of conjectures were made over what Yakovlev 
really had in mind when he spoke in Japan of a “third 
way.’ Eventually, he himself confirmed that he meant 
“constructive talks” by working groups in negotiations 
for a peace treaty at the deputy minister level, in addi- 
tion to expanded relations in many areas. 


There have been growing signs of conciliation between 
the two countries in the last year or so. Both nations have 
made a point of promoting bilateral talks on the basis of 
the concept of “expanding equilibrium,”’ under which 
attempts will be made to balance the territorial question, 
economic cooperation, personnel exchanges and fish- 
eries rights, among other factors. 


The delegates of both nations have yet to draw on their 
resources in specifying the ingredients of this expanding 
equilibrium. We hope there will be progress in this area 
at the working group's talks to be resumed next month 
and also in the reciprocal visits of the two foreign 
ministers next year. 


It is high time Japan started positively studying ways to 
promote economic cooperation, a subject of much 
interest to the Soviets. 


At the same time, we invite the Soviets to consider that 
Japan's demand for the reversion of the northern terri- 
tories is not something that can be set aside or dis- 
counted. 


For better ties between Japan and the Soviet Union, we 
have called on foreign policy officials time and again to 
meet their Soviet counterparts in a more flexible and 
more broad-minded posture. The axiomatic premise for 
this stance is, again, sincerity on the part of the Soviets 
over this territorial issue. On the issue of reversion, 
indeed, there is a national consensus in Japan which 
transcends political positions. 


Developments in the world today are simply bewil- 
dering. They were triggered by the Soviet Union's pere- 
stroyka, or restructuring and reform. 


They are symbolized by the dismantling of the Berlin 
Wall, a product of the Cold War between East and West. 
The framework of the Yalta accord is being reviewed in 
varying ways. The question of the northern territories is 
related and there is no reason at all why it cannot be 
solved. 
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The years of ideological confrontation have come to an 
end and each country, crossing the barrier between East 
and West, is talking about a realistic realignment of 
interests. It would be to Japan's disadvantage should 
relations with the Soviet Union fall behind the times. 


The improvement of Soviet-Japanese ties is not just a 
bilateral issue but is the categorical imperative for the 
formulation of a Japanese global diplomatic strategy. 


It is not just because of the northern territories that 
Japan's national feelings toward the Soviet Union have 
remained complicated. The memory of Moscow's arbi- 
trary declaration of war against Japan in the last days of 
World War II and the postwar imprisonment of Japanese 
soldiers in Siberia remains strong. 


Perhaps the Soviets might also have something to say 
about the Japanese military expedition in Siberia. But 
the world is about to create more reasonable ties of 
friendship in a serene realm beyond the love and hate of 
the past. Now is the time for both the Japanese and the 
Soviets to join in this grand march. 


Editorial Views Yakovlev Visit to Japan 


OW 1811225489 Tokyo MAINICHI DAILY NEWS 
in English 17 Nov 89 p 2—FOR OFFICIAL USE 
ONLY 


(Editorial: “Yakovlev's Japan Visit") 


[Text] Soviet Communist Party Politburo member 
Aleksandr Yakovlev wound up his visit to Tokyo with a 
press conference after a packed schedule which included 
talks with Prime Minister Toshiki Kaifu, Foreign Min- 
ister Taro Nakayama, Liberal-Democratic Party [LDP] 
Secretary General Ichiro Ozawa, Socialist Party chair- 
person Takako Doi and other opposition party leaders. 
He also met with business leaders, including Eishiro 
Saito, chiarman of Keidanren, the Federation of Eco- 
nomic Organizations. Earlier, Yakovlev had a private 
audience with the Emperor, the first Soviet leader to do 
so since then Foreign Minister Andrey Gromyko did 13 


years ago. 


Through his contacts with Japanese leaders and the press 
Yakovlev has struck a positive note on improving rela- 
tions between Tokyo and Moscow. This had been 
expected, even before his arrival, because of his selection 
reputedly as President Mikhail S. Gorbachev's right 
hand man, to head the mission and from Moscow's 
request that he be granted an audience with the Emperor. 
Japan, then, is nearing a critical stage in its quest for a 
breakthrough in its territorial dispute with the Soviet 
Union on the basis of in-depth analyses of international 
developments involving the two countries and in antic- 
ipation of Gorbachev's expected visit to Tokyo in 1991. 


The stone wall long maintained by the Soviet Union in 
denying the existence of a territorial dispute with Japan 
was removed altogether when foreign Minister Eduard 
A. Shevardnazde visited this country in 1986. With his 
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second visit last December a working group was set up to 
conclude a peace treaty, and is making certain progress. 


In effect, territorial talks are already under way. 


Yakovlev seems to have confirmed this in general terms 
when he said that a “third way" of resolving the territo- 
rial dispute was for the two countries to achieve mutual 
trust by joining together the favorable process in 
progress around the world and expanding dialogue in all 
areas, including politics, economics, culture and human- 
itarian affairs, and then the problems become “very 


simple.” 


Yakoviev's reference to a “third way,"’ which he first 
made without elaborating during b -!ks with LDP 
Secretary General Ozawa, aroused widespread interest 
and speculation. The Soviet envoy became even more 
enigmatic when he told opposition party leaders that he 
did not know what the third way would be but there 
might be a “fourth way” and a “fifth way” also. 


Although Yakovlev avoided being specific, he did sug- 
gest that the stage is set for substantive territorial discus- 
sions, where high-level officials are playing ball. Specu- 
lation aside, it is important to grasp the change in Soviet 
thinking for moving its relations with Japan in a broad 
perspective. 


Compared with its long history of stonewalling the 
recent Soviet shift on the territorial problem is indeed 


appreciable. 


The question is where will the shift will lead. Too much 
should not be expected at this stage. It is even unrealistic 
to hope for radical progress before Gorbachev's 1991 
visit. 


But the world is moving fast, as Yakoviev emphasized to 
Foreign Minister Nakayama, calling for accelerating 
bilateral relations to keep pace with the speed of the 
change. 


As examples of change in Asia and the Pacific, Yakovlev 
pointed out the Soviet withdrawal of intermediate-range 
nuclear forces, reduction of its troops in Mongolia and 
normalization with China. 


However, detente in the region is lagging behind the 
world trend as symbolized by the developments in 
Eastern Europe, with the situation on the Korean Pen- 
insula and arms reduction still unsettled. The Soviet 
Union should fully understand that its stable relations 
with Japan will play an important role in helping change 
the status quo. We hope that Yakovlev will return to 
Moscow with a stronger understanding in this regard 
following his talks with Japanese leaders. 


Even though the territorial dispute is still the largest 
stumbling block, Japan should be well prepared to meet 
decisive and dynamic changes. 
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In this context it is essential for Japan to continue its 
efforts to persuade Moscow to conclude a peace treaty 
through the return of the northern territories. 


Yakovlev Should Clarify Stance on Territories 


OW1811114689 Tokyo THE DAILY YOMIURI 
in English 16 Nov 89 p 6—FOR OFFICIAL USE 
ONLY 


[YOMIURI SHIMBUN 15 November editorial: “The 
Soviet Approach"’] 


[Text] The visit of Aleksandr Yakovlev, who is a Com- 
munist Party Politburo member and reportedly holds the 
No. 2 position in the administration of Mikhail Gor- 
bachev, most certainly proves the Soviet Union's strong 
desire to improve relations with Japan. 


Therefore, it is proper that Japan responds positively to 
this overture. The Emperor, Prime Minister Toshiki 
Kaifu and top legislators and politicians have met or are 
scheduled to meet personally with Yakovlev. This is a 
great opportunity for both sides to deepen mutual under- 
standing. 


In referring to the northern territorial issue, Yakovlev 
told Foreign Minister Taro Nakayama food removed 
from the refrigerator too soon would spoil. In his 
meeting with Liberal Democratic Party Secretary Gen- 
eral Ichiro Ozawa, he said the Soviets would like to study 
a “third way” to resolve this issue. 


In the communique at the foreign ministerial conference 
last December, the Soviet Union virtually admitted the 
existence of the territorial issue by saying a “difficulty” 
was in the way of improving bilateral relations. 


Need For Trust 


To create amicable political and economic relations, an 
agreement has to be reached to solve the territorial issue. 
However, it might be worth exploring the “third way” if 
eventual return of the four islands was an accepted 
precondition. 


It would not be totally unacceptable to consider joint 
administration and development as part of the process 
toward eventual restoration of the islands to Japan. But 
Japan's sovereignty over the islands must be a precon- 
dition for this temporary solution. 


The demolishing of the Berlin Wall exemplifies the 
rapidly changing structure of the postwar period. Both 
Japan and the Soviet Union have the responsibility of 
fostering reconciliations not ouly in Asia but in the 
whole world. Therefore, it is vital for the two nations to 
trust each other. 


To accomplish this, the territorial issue which is hin- 
dering improvement of relations should be removed, and 
we hope Yakovlev's visit is an important step toward 


this goal. 
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A Step Forward improvement in Japanese-Soviet relations—whether to 


Therefore, Yakoviev's remarks could suggest a step for- 
ward. However, ambiguous rhetoric only invites misun- 
derstanding and distrust. Yakovlev must clarify what he 
means by a “third way.” Japan has made it clear that 
full-fledged economic exchanges with the Soviet Union 
would be difficult without solution of the territorial 
problem. The Soviet Union has tried to separate the 
economic question from political problems. 


Is the Soviet Union proposing by its “third way” to 
simultaneously promote economic exchanges while at 
the same time promoting negotiations on the islands 
issue? Or is it suggesting a resolution dealing solely with 
the territorial issue? 


We wonder if the Soviet Union is suggesting a compro- 
mise under which two of the four islands would be 
returned or joint administration of the territories. 


The four islands are Japan's territory and they are being 
illegally occupied. In this respect, such compromises will 
not resolve the issue. 


Editorial Views Yakovlev Remarks During Visit 


OW1811115689 Tokyo NIHON KEIZAI SHIMBUN 
in Japanese 16 Nov 89 Morning Edition p 2—FOR 
OFFICIAL USE ONLY 


[Editorial: “Do Not Expect Too Much From Soviet 
Official’s Remarks"’} 


[Text] Aleksandr Yakovlev, member of the CPSU Polit- 
buro and Central Committee Secretariat, who is in Japan 
as the leader of the Supreme Soviet delegation, has 
concluded his series of talks with representatives of the 
ruling and opposition parties. We cannot help but 
express our dissatisfaction with the fact that there has 
been no visible progress in the discussions concerning 
the pending northern territories issue. Nevertheless, 
there have been quite a number of remarks which have 
led people to think that the Soviet Union may have a 
flexible attitude. Will this really contribute to the solu- 
tion of the pending issue? We have great expectations 
that the Japanese and Soviet authorities will make the 
results of this present Japan visit the starting point for 
new Japanese-Soviet relations in the future. 


During his talks with the Japanese side, Yakovlev fre- 
quently made use of analogies when giving ambiguous 
remarks. During a meeting with Foreign Minister 
Nakayama, he said that “taking food out of the freezer 
too early may cause it to spoil," and in a reply to Liberal 
Democratic Party Secretary General Ozawa, who pushed 
for a solution to the territorial issue, he said: “I would 
like to study the matter to see if there is a third way.” 
During talks with Prime Minister Kaifu, he also used 
phrases from ancient Rome and Carthage. 


Such remarks and analogies can be interpreted in many 
ways. To cite the “third way,” for example, this can be 
understood as a compromise on the course toward an 


give priority to the territorial issue or to economic 
cooperation—or a compromise on the manner of 
returning the territories. 


On the other hand, the “freezer” remark, in one sense, 
can be understood to mean that if we do not rush the 
territorial issue too much, it will be resolved sooner or 
later. Yet, this does not mean that the USSR has prom- 
ised to make any concessions. 


The main purpose of Yakovlev's visit to Japan is to 
sound out Japanese responses and views in preparation 
for the prospective visit to Japan in 1991 by Mikhail 
Gorbachev, chairman of the Supreme Soviet and general 
secretary of the CPSU. While Yakovlev needs to arouse 
considerable expectations on the part of Japan, he must 
also be careful not to make any commitments. Thus, he 
has been consistent in his attitude of choosing ambig- 
uous expressions, which provide some latitude for var- 
ious interpretations, while leaving things to future nego- 
tiations through diplomatic channels. 


For Japan's part, it has to be careful about two things. 


First, it must not have excessive expectations regarding 
Yakovlev's remarks. This does not mean, for instance, 
not to consider the “third way” as being related to the 
territorial issue. At a news conference, Yakovlev stated: 
“Please do not over-interpret.” In other words, his 
remarks did not have any concrete meaning but was 
merely meant to vaguely indicate the desire to deal with 
the improvement of Japan-Soviet relations from a new 


angle. 


Second, there is the possibility that the Soviet side, 
following Yakoviev's example, may keep its position on 
the pending issues ambiguous until Gorbachev visits 
Japan. Japan, however, must by all means prevent such 
a situation. 


Concluding his news conference, Yakovlev said that 
“one cannot applaud with only one hand,” seeking 
cooperation from the Japanese side. However, one does 
not applaud for no apparent reason. The most important 
thing is to create a situation conducive to applauding the 
resolution of the territorial issue. That is our answer to 
Yakovlev at this time. 


Paper Summarizes Yakovlev Remarks to JSP’s Doi 


OW 1711065489 Tokyo YOMIURI SHIMBUN 
in Japanese 16 Nov 89 Morning Edition p 2—FOR 
OFFICIAL USE ONLY 


(“Main points” of remarks by Aleksandr Yakovlev, 
member of the Politburo and secretary of the CPSU 
Central Committee and head of a USSR Supreme Soviet 
delegation visiting Japan, in his talks with Takako Doi, 
chairwoman of the Japan Socialist Party, on 15 
November] 


[Text] 
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Territorial Issue 


1, If there are rocks at both the entrance and the exit, we 
must open a third door, We must conduct realistic 
dialogue. 

2. By a third way | mean concrete dialogue. We must 
have time to make detailed examinations with elbow- 
room in working groups. Experts are holding active talks 
now, but we should change the participants from time to 
time. 

3, We should consider if impatient dialogue will be of 
benefit or not. We must resolve problems with truth. 


Japan-Soviet Relations 


1. The Soviet Union has no wail to the East. To develop 
Soviet-Japanese relations, we must grapple with it com- 
prehensively. 

2. Relations between our two countries will change with 
personne! exchanges. The passage of time is a “good 
doctor.” 


Perestroyka 


We did not think the practice of perestroyka would 
aggravate ethnic problems. However, we perceive that 
this is a fully wholesome process. 


East European Situation 


1. On developments in East Germany and other East 
European count es, American commentators are saying 
they are a catastrophe for Soviet communism; this is a 
provocation against us. I hope they will stop making such 
utterances. 

2. We will not intervene in the German reunification 
question. I suspect that the United States, Britain, and 
France do not want German reunification. | suspect they 
are trying to let the Soviet Union apply the brakes (on its 
reunification). 


Korean Peninsula Situation 


1. The Soviet Union is trying to convince the DPRK 
(North Korea) that to improve relations with the ROK is 
also in the interests of the “North.” But the “North” is 
not convinced, and they object. 


JIiJ1 Commentary Assesses Yakovlev Visit 


OW2111000289 Tokyo JIJI in English 1316 GMT 
20 Nov 89-—-FOR OFFICIAL USE ONLY 


{“Commentary: Yakoviev’s Third Option—Old Tune, 
New Lyrics" —JIJI headline] 


[Text] Tokyo, Nov. 20 (JIJI PRESS)—The “third 
option” for opening up Soviet-Japanese relations alluded 
to by No. 2 Communist Politburo member Aleksandr 
Yakoviev, has turned out to be merely another Soviet 
call for Japan to expand economic and technical coop- 
eration before attempting to settle outstanding political 
issues. 
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Speculation was rife over the meaning of the “third 
alternative,’ which Yakovlev mentioned in talks with 
Liberal Democratic Party Secretary General Ichiro 
Ozawa. At a press conference at the end of his visit, he 
clarified the term means “expanded exchange.” 


Japan has pressed for the return of the four islands north 
of Hokkaido, occupied by the Soviet Union since the end 
of World War II, as the prerequsite for a peace treaty and 
the normalization of political and economic ties. 


But, as Yakoviev indicated last week, the Soviet Union 
wants to build economic and technological ties before it 
negotiates on the return of the islands. 


Japanese Foreign Ministry sources said the Soviet Union 
has yet to determine its stance on the terriorial issue. But 
there is a good chance that the Soviets will come up with 
a proposal before Soviet leader Mikhail Gorbachev visits 
Japan in 1991, they said. 


During his visit to Japan, Yakovlev emphasized the 
importance the Soviets place on improved ties with 
Japan in its overall scheme for bettering relations with 
the Far East. The Soviets are making efforts to improve 
ties with China, remove forces from Mongolia, and 
increase exchanges with South Korea. 


With the economic crisis in the Soviet Union threatening 
the future of Gorbachev's Perestroyka initiative, the 
need for economic cooperation looms large. Yakovlev 
cited closer economic ties as one of the main avenues of 
“expanded ties.” 


One of the economic projects the Soviets have in mind is 
a huge petrochemical plant that would be built jointly by 
Japan, the Soviet Union, and the United States in 
western Siberia. 


Construction of the Tobolsk Surgut Complex is to be 
handled by a consortium that includes a U.S. engineering 
firm, Mitsubishi Corp., and Mitsui and Co. The total 
cost of the complex, which is to produce ethylene and 
olefin in the Ob River Valley, is valued at 10 billion 
dollars. 


The consortium has already completed market and prof- 
itability studies and is now negotiating with the Soviet 
Ministry of Oil Refining and Petrochemical Industry. 


Soviet Prime Minister Nikolay Ryzhkov views the plan 
favorably and apparently plans to make it the center- 
piece of the Soviet's 13th 5-year economic growth plan. 


Although Japanese trading firms have yet to decide 
whether to take part, Foreign Ministry officials said that 
there is a possibility of the go-ahead being given for the 
plan before Gorbachev and U.S. President George Bush 
meet in Malta next month. 


In an effort to gain more hard currency, the Soviet Union 
has already formed some 800 joint ventures with 
Western firms. But at present there are only about 20 
Japanese-Soviet joint ventures. 
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Japanese personal computer, television, video cassette 
recorder makers, and other industrial manufacturers 
have been urged to set up shop in the Soviet Union, but 
very few have taken up the invitation, 


The main obstacle is the lack of a procurement base for 
basic parts like nuts and bolts. Another is the lack of well 
developed ports and transportation systems. 


Yet another problem facing Japanese firms is the lack of 
well-defined legislation on joint ventures and the fact 
that Soviet currency cannot be taken outside the country. 


However, Yakovlev suggested that the benefits may be 
higher than simply the return of the islands or economic 
opportunity. He hinted that the Soviet Union could also 
ease what the Japanese perceive as a major military 
threat in the Northern Pacific region if Japan provides 
economic and technological assistance. 


Japanese politicians have responded favorably to the 
aid-for-security proposal, but bureaucrats in the Foreign 
Ministry and Defense Agency remain skeptical. 


They feel that, even if Japan gives in to Soviet demands 
for expanded relations, the Soviets are not likely to 
compromise on the territorial issue. 


Consequently, both Japan and the Soviet Union will 
have to undertake a comprehensive review of their 
priorities before the political and economic stalemate is 
broken. 


Soviets Consider Solution to Territories Issue 


OW2111150489 Tokyo NIHON KEIZAI SHIMBUN 
in Japanese 21 Nov 89 Morning Edition p 2—FOR 
OFFICIAL USE ONLY 


[Text] A Soviet source in Tokyo on 20 November 
revealed that the Soviet Government is studying the 
possibility of solving the northern territories question 
along the line of having the territories jointly used by 
Japan and the Soviet Union, while leaving them in 
possession of the Soviet Union. The source cited as 
specific examples of joint use through the operation of 
joint business ventures and the joint promotion of 
tourism. It is possible that the Soviets will come up with 
a proposal on this concept at the conference of the 
Japan-USSR Peace Treaty Working Group now that 
General Secretary (and Supreme Soviet Presidium 
Chairman) Gorbachev is set to visit Japan in 1991. The 
position of the Japanese Government, meanwhile, is that 
of not responding to such a move, saying: “The Soviet 
stand on the territories question has not changed.” 


The Soviet source noted: “The Soviet Union is seeking 
wide-ranging international cooperation in the utilization 
of its territories, and those areas (northern territories) 
over which a confrontation exists between Japan and the 
Soviet Union are included in such territories. He said 
that “authorities in the Sakhalin area and the Kurile 
Islands (Chishima Islands) also support cooperation in 
wide-ranging fields.’ He then emphasized the Soviet 
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willingness to be flexible in this respect, saying: "We can 
think about joint venture operations, tourism promotion 
and so forth, these ideas are all acceptable to the Soviet 
Government,” 


There has not been an instance of the Soviet Govern- 
ment having made a proposal on joint utilization of the 
northern territories at official talks or negotiations in the 
past, and this is the first time that such an idea has been 
voiced by a Soviet source in Tokyo. On the territorial 
right to the northern territories, however, the source 
indicated no change in the position of “the territories 
belonging to the Soviet Union,” and added the view that 
this concept for joint untilization does not suggest a 
change in policy for the Soviet Union." 


Commenting on the recent visit to Japan of a Supreme 
Soviet delegation led by Politburo member Yakovlev, the 
Soviet source in Tokyo spoke highly of results of the visit, 
saying: “This was an important step toward the general 
secretary's visit to Japan.” He went on: “The next step, | 
think, will be the visit to the Soviet Union of former 
Liberal Democratic Party General Secretary Abe.” 


As for “a third way" mentioned by Mr Yakovlev, the 
source said that this means “not to narrow down Japanese- 
Soviet relations to one question (of the territories issue) 
and to proceed with all aspects of relations—in areas of 
politics, economy, culture, technology, personnel 
exchanges, and so forth—together at the same time.” 


On the concept of a Peace Treaty, he asserted there was 
almost no gap in thoughts between Japan and the Soviet 
Union, and insisted that the Peace Treaty Working 
Group should be able to confirm points of agreement 
during the next meeting set for 18 and 19 December. 


Ministry ‘Source’ Comments on Yakovlev Proposal 


OW 2611041689 Tokyo NIHON KEIZAI SHIMBUN 
in Japanese 25 Nov 89 Morning Edition p 6—FOR 
OFFICIAL USE ONLY 


[Text] On the evening of 24 November, a Foreign 
Ministry source commented on Soviet Politburo 
member Yakovlev's remarks proposing an exchange of 
military information between Japan and the Soviet 
Union and gave a negative response, saying: “Japan has 
made its information public and there will be no 
meaning in accepting the proposal.” 


The source, insisting that the true aim of the Soviet 
Union's proposal is the reduction of U.S. naval forces, 
also expressed the view that the acceptance of such a 
proposal will only bring disadvantages to Japan. 


USSR Said Consulting With U.S. on Far East Arms 


OW 1511125789 Tokyo NIHON KEIZAI SHIMBUN 
in Japanese 15 Nov 89 Morning Edition p 8—FOR 
OFFICIAL USE ONLY 


[Report on an interview with Lyudvig Chizhov, chief of 
the Pacific Ocean and Southeast Asian Countries 
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Administration of the USSR Ministry of Foreign Affairs, 
by an unidentified NIHON KEIZAI SHIMBUN reporter 
at a Tokyo hotel on 14 November} 


[Text] Lyudvig Chizhov, chief of the Pacific Ocean and 
Southeast Asian Countries Administration of the USSR 
Ministry of Foreign Affairs, in an interview with a 
NIHON KEIZAI SHIMBUN reporter on 14 November 
at a Tokyo hotel, disclosed that “with regard to arms 
reductions in the Far Eastern region, the USSR Foreign 
Ministry is now holding consultations with the U.S. 
State Department.” 


The Soviet official said: “The consultations are still 
small in scale.” The consultations are believed to be 
preliminary talks between officials having diplomatic 
authority. However, the opening of intergovernmental 
talks between the two superpowers should merit atten- 
tion as the first step toward promoting arms reduction 
between the East and West in the Far Eastern region, 
where progress has been lagging as compared with the 
European region in terms of materialization of arms 
reduction. 


Chizhov repeatedly emphasized that “the Soviet Union 
takes the relaxation of military tensions in the Asian and 
Pacific region very seriously.” 


Regarding the Soviet initiatives for arms reduction in the 
Far Eastern region indicated by CPSU General Secretary 
(Supreme Soviet Chairman) Gorbachev in his Vladi- 
vostok speech of July 1986 and his Krasnoyarsk speech 
of September 1988, he expressed his dissatisfaction with 
the United States and other Western nations. He said: 
“The initiatives have not been brought into play during 
the course of past East-West talks.” 


Explaining the progress of developments to date, he said 
that, although the Soviet side on many occasions pro- 
posed not only to the United States but also to Japan the 
opening of consultations on arms reduction in the Far 
Eastern region, “even foreign ministrial working-level 
talks have not begun with Japan.” 


Chizhov, however, noted the Soviet impression of Jap- 
anese reaction, saying: “Interest in the issue of arms 
reduction in the Far Eastern region has been heightened 
in Japan as well.”’ Asked about the possibility of starting 
consultations with Japan, he replied: “I am optimistic 
about it.” 


The Soviet Foreign Ministry official is now in Japan 
accompanying Yakovlev, member of the Politburo and 
secretary of the CPSU Central Committee. 


Regarding arguments about joint management of the 
northern territories and the return of two islands, 
Chizhov confined himself to reiterating Moscow's con- 
ventional, principled position, saying: ““They are per- 
sonal opinions of people who do not hold official posi- 
tions, and they are the opinions of the minority in the 
Soviet Union.” 
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Paper Examines Abe's Purpose for Soviet Visit 


OW1711114489 Tokyo TOKYO SHIMBUN 
in Japanese 14 Nov 89 Evening Edition p 5—FOR 
OFFICIAL USE ONLY 


[By political reporter Toshiki Kawaguchi] 


[Text] Mr Abe, former general secretary of the Liberal 
Democratic Party [LDP], who is due to lead a party 
delegation on a visit to the Soviet Union soon, will meet 
with Mr Yakovlev, a Politburo member and a secretary 
of the CPSU Central Committee, in Tokyo on 14 
November to finalize his schedule for a visit to the 
Soviet Union. Mr Yakovlev is known as one of the 
closest to General Secretary Gorbachev, the supreme 
leader of the Soviet Union. 


It is said that for Mr Abe the forthcoming visit to 
Moscow will not mean simply another visit overseas but 
will have a special meaning—of solidiifying his foothold 
in the party during the “post-Kaifu" time. 


Mr Abe, who used to be known as a new leader in the 
political circle, at one time was considered a “man to 
follow Takeshita in power.’ However, as a result of the 
incident concerning his secretary's involvement in 
insider trading of Recruit-Cosmos Company shares, and 
because of his own gallstone surgery, Mr Abe has been 
kept away from politics for the past half year. During 
that period of time, there has been a change of generation 
within the party, and Mr Abe now is in the position of 
having no other choice but to remap his strategy in quest 
of political power. 


His first move in this regard was the declaration of his 
support for the reelection of Prime Minister Kaifu as 
president of the party. At a news conference in mid- 
September during a visit to his hometown in Yamaguchi 
Prefecture, for the first time in a year he declared his 
support of the prime minister, saying: “I would like to do 
my best in supporting (the prime minister).” 


In October he toured all prefectures in Kyushu. (Accord- 
ing to a senior official of the Abe faction), “the purpose 
of the tour was to show to the public that he was well, 
because the rumor that ‘Abe is seriously ill’ was deep- 
rooted.”” Another purpose was to shore up members of 
his faction set to run in the next election, so that his 
faction can maintain a position comparabie to any other 
faction within the LDP. 


Speaking at a faction get-together in Hakone-cho, Kana- 
gawa Prefecture late last month, Mr Abe expressed an 
extraordinary degree of determination for an “Abe 
comeback", saying: “I will face the political future with 
the spirit to continue it until my death.” 


His move now is to score points in diplomacy, which is 
a favorable field for him. 


Mr Abe served four terms as foreign minister under the 
Nakasone cabinet. During his tenure—in November 
1986—he invited Foreign Minister Shevardnadze to 
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Japan, thus enabling the annual Japanese-Soviet Foreign 
Ministers’ Conference to resume after an 8-year hiatus. 


His plan to visit the Soviet Union started following a 
suggestion from Soviet Ambassador to Japan Solovyev 
in February, and he has been asked about his interest in 
making the visit by the Soviet side after he left the 
hospital. (According to a Foreign Ministry source,) the 
reason why the Soviet side is doing this to Mr Abe, who 
is not even an executive member of the party, is because 
“they think Mr Abe will take charge of the next govern- 
ment.” 


For Mr Abe, this visit to the Soviet Union is a chance he 
cannot lose, more so if there is a possibility of getting 
some kind of response from Gorbachev on the northern 
territories question, which is the major pending issue in 
Japan's diplomacy. 


If a meeting between Mr Abe and Mr Gorbachev 
becomes a reality, (the Foreign Ministry says), “Mr 
Gorbachev, while requesting economic cooperation 
from Japan, may come up with a new proposal on the 
territories question.” 


Within the party, there are voices of concern about the 
condition of his health, saying “‘Because it is very cold 
there now, the visit should be put off.”” However, there 
are also other voices (from those close to Mr Abe), saying 
“This is the best chance to terminate reports about his 
bad health.” 


Apparently, this is going to be a very important overseas 
visit for Mr Abe. 


China 


Relations With PRC Remain at ‘Standstill’ 


OW1711232189 Tokyo ASAHI EVENING NEWS 
in English 16 Nov 89 p 4—FOR OFFICIAL USE 
ONLY 


[Text] Relations between Japan and China remain at a 
standstill despite a recent visit to Beijing of a high- 
powered business mission, the first since the Tiananmen 
Square incident in June. The group, including Fishiro 
Saito, chairman of Keidanren (Federation of Economic 
Organizations), obtained no clear signal from Chinese 
leaders that a breakthrough was at hand. 


Leaders in Beijing, from Deng Xiaoping down, stressed 
that China would stick to its open-door economic policy 
and expressed hope that Japan would resume assistance 
to China. But they stopped short of saying specifically 
what Beijing would do to break the deadlock. It is 
believed that a lifting of martial law in Beijing, imposed 
at the time of the June massacre at Tiananmen Square, is 
an essential precondition for resumption of economic 
cooperation. 


The Chinese leadership wants Japan to lift economic 
sanctions as soon as possible, including the freeze on new 
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yen credits. They are also unhappy about Japanese 
restraints on investment in joint ventures. One official 
complained that the credit freeze would cause further 
delays in Chinese efforts toward economic recovery. 


The group promised it would convey the Chinese request 
for a lifting of the sactions to the Japanese Government, 
but there is doubt that Tokyo will dare take such a move 
ahead of the United States and other Western countries. 
The feeling here is that removal of the Japanese sanc- 
tions may antagonize the U.S. Congress, especially at a 
time of growing economic tension between Japan and 
the United States. 


Saito, who joined the mission as top adviser, called the 
five-day visit “highly significant” but expressed doubt 
about the immediate prospects for ‘normalization of 
relations.” “I think that the situation as it stands is 
detrimental to Japan as well,” he said. “But I don’t think 
the government will change its mind anytime soon.” 


Further on Visit to Japan of PRC Delegation 


OW2011042189 Tokyo YOMIURI SHIMBUN 
in Japanese 17 Nov 89 Evening Edition p |—FOR 
OFFICIAL USE ONLY 


[Text] It has been decided that a delegation of the Com- 
mittee for Sino-Japanese Friendly Exchanges, a 9-man 
mission led by Sino-Japanese Friendship Association 
Chairman Sun Pinghua, will visit Japan from 19 to 30 
November at the invitation of the Japan-China Friendship 
Association chaired by Tokuma Utsunomiya. This was 
revealed by a Foreign Ministry source on the morning of 
17 November. This will be the first Chinese delegation to 
visit Japan since the ““Tiananman incident” on 4 June. 


The delegation will attend a meeting of the Committee for 
Japan-China Friendly Exchanges to be held in Tokyo on 22 
and 23 November. Sun Pinghua is scheduled to meet top 
government officials including Foreign Minister 
Nakayama and officials of the various political parties to 
exchange views on how to break the deadlock in Japan- 
China relations. 


Japanese Delegation Finds Hostility in PRC 


OW 2211022189 Tokyo THE DAILY YOMIURI 
in English 20 Nov 89 p 8—FOR OFFICIAL USE 
ONLY 


[‘‘Economic Perspective’’ column by YOMIURI 
SHIMBUN staff writer Kazunori Ozaki: “Japan-China 
Delegation Finds Hostility, Criticism’’] 


[Text] A Japanese delegation form the Japan-China 
Association of Economy and Trade visited Beijing on 
Nov. 9-13, the first business delegation to visit the city 
since the June massacre of prodemocracy demonstrators 
in Tiananmen Square. 


The delegation included Eishiro Saito, president of the 
Federation of Economic Organizations (Keidanren). 
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The mission was Organized in an attempt to pave the way 
for Western nations to remove economic sanctions 
against China, according to Ryoichi Kawai, the delega- 
tion leader and chairman of the association. 


However, Saito said that Chinese leaders who met with 
the delegation made no gesture to encourage removal of 
the sanctions. 


The delegation also found that the Chinese leaders were 
unexpectedly critical of Japan. 


Chinese Prime Minister Li Peng reportedly told the dele- 
gation: “The seven industrialized nations differ among 
themselves on what they are saying and doing. Some of 
them have a lot of things to say and are doing many things 
behind the scenes. Some nations, on the other hand, do not 
say much and do little.” 


The Japanese Government made clear that it supported 
moves by Western nations to prevent China from 
becoming isolated on the international scene at the Paris 
summit this summer. Japan has also refrained from 
openly blaming China for the June incident. 


However, the government suspended a third Y810 bil- 
lion loan to China due to take effect in 1990. Japanese 
businessmen are also said to be cautious about signing 
new contracts with Chinese firms. 


Those economic sanctions are a serious blow to China 
since Japan has maintained close business ties with the 
Chinese business community. The freezing of the yen loan 
has had a tremendous impact on the Chinese economy 
since planners were counting on the money as part of 
China's eighth economy plan for 1991 through 1995. 


Li reportedly told the delegation that French busi- 
nessmen were helping with the construction of a nuclear 
power plant in Guangdong Province. 


Chinese trade officials echoed the sentiment during a 
meeting with the delegation by citing how the Guang- 
zhou Trade Association performed this fall. 


“This fall it handled 5.8 percent more exports than in the 
spring. But exports to Japan decreased by 13.1 percent,” 
said one of the officials, pointing to differences between 
Japanese firms and European and U:S. firms in con- 
ducting trade with China after the Beijing incident. 


Japanese businesses were criticized by Western nations as 
“economic animals” when they returned to China as soon 
as the situation in China became calm. However, these 
statistics show that European countries and the United 
States were much more in favor of trade with China. 


It is clear that china is trying to solicit assistance from 
Japan by citing these examples. Retired Chinese senior 
leader Deng Xiaoping has once said that a good cat is the 
one that catches mice regardless of its color. 
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China, however, must first give an acceptable explana- 
tion of the Tiananmen Square incident and show the 
world some remorse before the sanctions are removed. 


Editorial Comments on Sino-Japanese Relations 


OW2211001389 Tokyo MAINICHI DAILY NEWS 
in English 20 Nov 89 p 2—FOR OFFICIAL USE 
ONLY 


{Editorial: ‘Sino-Japanese Relations”’] 


[Text] In the aftermath of the Tiananmen incident, 
Sino-Japanese Relations have remained cool and little 
improvement has been seen. It is not desirable that such 
a situation should continue; rather, efforts should be 
made by both sides to resolve the present impasse. 


It is regrettable that the large-scale economic mission 
which recently visited China garnered few substantial 
results, despite the high expectations placed on it. The 
Chinese side gave no signals that would make it possible 
for Japan to resume economic cooperation. 


Keeping in step with European countries and the United 
States after Tiananmen, Japan adopted such sanctions as 
a halt on contacts between high-ranking government 
officials and a freeze on new economic cooperation. 


The Japanese Government and the economic world, 
however, cannot help but consider the special nature of 
Sino-Japanese relations. Even from the standpoint of 
national benefits, there is a need to bolster the Chinese 
economy, now in a dangerous position, and to prevent 
China’s international isolation. This is behind the desire 
of Japan’s political and economic sectors to end the 
freeze on the third-stage yen loan to China. 


Nevertheless, some kind of opportunity must be precip- 
itated in order to resume the yen loans. The European 
countries and the United States, particularly the Amer- 
ican Congress, are maintaining a strong stance toward 
China. If Japan alone ends its sanctions, it might incur 
the wrath of European countries and the United States. 
This is what the government fears. 


During the recent visit of the economic mission to 
China, the Chinese side maintained that the current 
difficulties in Sino-Japanese relations were not of 
China’s doing and that the entire responsibility lay with 
Japan. At the same time, China strongly demanded that 
Japan resume its economic cooperation. 


Criticism of the Japanese Government was clearly 
apparent. Some Chinese said that ‘‘unless Japan alters its 
attitude, it will be difficult for Sino-Japanese relations to 
be restored to their former state.” 


Prime Minister Li Peng said strongly that “my earnest 
desire is that the friendly and cooperative relations built 
up by our predecessors in both countries will not be 
harmed during our generation.” We agree with his 
statement, but if it was made under the assumption that 
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China was in no way responsible for the cooling of 
Sino-Japanese relations, it cannot form the basis for 
mutual understanding. 


Although China had long been a mysterious nation, its 
image as an open country was becoming stronger, due to 
the reforms and liberal policy carried out by Deng 
Xiaoping. then came the Tiananmen incident. This is no 
time for an exchange of words that lack mutual under- 
standing. 


Japan faces difficult problems in its relations with the 
United States, including economic friction, defense dis- 
cord and structural discussions. According, Japan 
cannot ignore the intentions of the United States, espe- 
cially the U.S. Congress. If China fails to comprehend 
this situation, Sino-Japanese amity will remain on a 
weak foundation. 


Instead of waiting for European countries and the 
United States to change their attitude toward China, 
Japan might ask china to take appropriate steps to adjust 
the post-Tiananmen situation. There are signs that the 
Chinese economy is headed for greater confusion, but it 
will be most unfortunate if the blame for this is placed on 
Japan's freezing of funds for China. 


Survey Says PRC’s Eagerness To Develop 
Unabated 


OW2611144889 Tokyo ASAHI SHIMBUN in Japanese 
25 Nov 89 Morning Edition p 11—FOR OFFICIAL 
USE ONLY 


[Text] On 24 November, the Japan-China Trade Con- 
sultative Association (chairman: Komatsu Ltd 
Chairman Ryoichi Kawai), which has been organized by 
trading firms, manufacturers and banks, compiled a 
report from a survey team which had been sent to China 
in order to examine China’s investment environment. 
According to the report, officials in charge of external 
economic exchanges in the coastal cities of Qingdao and 
Yantai appealed to the survey team for more participa- 
tion by Japanese enterprises in ‘the putting the two ends 
outside,” the industrial method by which raw materials 
are imported from foreign nations for processing and 
then exported as finished products to foreign markets. 
Thus, the survey team confirmed that the “strategy for 
coastal area development,” spearheaded by the reformist 
faction but presently viewed as less important by the 
central government in the wake of the Tiananmen inci- 
dent, remains undiminished at the local level. According 
to the report, “the Chinese side asked the survey team to 
explain the present circumstances to Japanese medium- 
and small-sized enterprises which are in need of infor- 
mation for their investments in China.” 


Association acting Secretary General Toshihiro Ide, who 
led the survey team, said: “We reconfirmed that the 
construction of infrastructures (industrial foundation) is 
slowly progressing and that eagerness for the introduc- 
tion of foreign capital remains undiminished at local 
level. Although there are still many problems, including 
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the shortage of energy and raw materials, Japanese smali- 
and medium-sized enterprises are likely to move toward 
investment if international circumstances change.” 


Journal on Future of Investments in PRC 


OW2411054789 Tokyo THE JAPAN ECONOMIC 
JOURNAL in English 25 Nov 89 p 23—FOR 
OFFICIAL USE ONLY 


{Unattributed article—fourth in a series—‘Dealing 
With the Dragon—Japan’s Future in China’’] 


[Text] In early September, an international consortium 
of banks arranged a large-scale loan to China, the first 
financing Western banks have offered Beijing since 
punitive sanctions were imposed following the crack- 
down on prodemocracy demonstrators in the 
Tiananmen Square this past June. 


The 12-year, $96 million credit line will be used by the 
Civil Aviation Administration of China to purchase 
Boeing 747-400 jetliners. 


The syndicate grouped two Japanese banks, two French, 
one British, and one Austrian institution. The contract 
prohibits their names from being released for fear of 
public criticism, but banking sources in Hong kong say 
the banks involved are all well-known internationally, 
including Fuji Bank of Japan. 


They defied the international sanctions, sources said, 
because of the lucrative terms offered. The accord has 
been guaranteed by the Bank of China, the country’s sole 
foreign exchange bank. 


Until the Tiananmen Square incident, the spread on this 
sort of financing had been fixed at around 0.25 per- 
centage points above the London interbank offered rate. 
This time, however, the Chinese offered a spread of 0.75 
points. 


Financing restrictions 


Among sanctions imposed on China by the West, restric- 
tions on financing have had the most serious impact. 


While the World Bank suspended its screening of 
financing terms, the Japanese Government froze exten- 
sion of new yen loans to China. Private banks also 
withheld new loans, although they were not directly 
forced to do so. 


The Chinese aviation authority therefore had little 
choice but to pay a premium for required funds. 


That China is experiencing a cash shortage is clearly seen 
by looking at its foreign currency reserves. At the end of 
June, the balance had declined to $14,187 million fro. 
$17,488 million at the end of March. 


This was partly a result of withdrawals from Bank of 
China branches in Hong Kong and Singapore following 
the Tiananmen Square bloodshed. 
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The official figure for the end of September has yet to be 
announ:ed, but indications are that exchange reserves 
fell further—possibly to about $10 billion—Because of 
the continued trade deficit, the halt to new borrowing 
and a substantial decrease in tourism revenue. 


To make matters worse, between $7 billion and $9 
billion worth of outstanding loans will fall due in the 
1990s. If the sanctions stay in place until then, China will 
be unable to refinance its debt, and will have to tap into 
its reserves. 


Huge losses feared 


Some banking industry sources have expressed concern 
that China may default on its loans during the first half 
of the 1990s if sanctions persist. 


This situation has led commercial banks, especially 
Japanese banks with a strong presence in China, to call 
for resumption of loans to Beijing. About half of the 
country’s external debts of $40-45 billion is believed to 
have been extended by Japanese banks. A Chinese 
default would force them to write off huge amounts. 


The most likely scenario is that Japanese banks will form 
a syndicate with the Asian Development Bank to pro- 
vide a loan to China. The ADB, like the World Bank, is 
a public financial institution, but being based in Asia it is 
better positioned to provide loans to China. 


A group of Japanese banks has already prepared a plan to 
extend a loan of $53 million—$25 million from Indus- 
trial Bank of Japan, Dai-Ichi Kangyo Bank, Sumitomo 
Bank, Fuji Bank, and Mitsubishi Bank, and $28 million 
from Long-Term Credit Bank of Japan—and is now 
awaiting the ADB’s go-ahead. 


Japanese banks are also seeking more advantageous 
lending terms. The general manager of one institution’s 
Hong Kong branch says the bank is looking for spreads 
of around 0.875 points on ordinary loans—about the 
same as on loans it extended to South Korea and 
Indonesia within the last 5 years. 


Banking industry analysts say the figure is reasonable in 
light of the high risk involved in lending to China. 


For Japanese banks, therefore, the events of last June 
may lead to higher profits in their China business. 


East Europe 


Japan Finalizes Aid Plan for Poland, Hungary 


OW2511131289 Tokyo TOKYO SHIMBUN 
in Japanese 23 Nov 89 Morning Edition p 2—FOR 
OFFICIAL USE ONLY 


[Text] The government has made a final decision on its 
aid to Poland and Hungary henceforth on 22 November. 
This will be announced by Deputy Vice Minister for 
Foreign Affairs Owada (in charge of political affairs) at a 
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meeting of aid donors to the two countries (with 24 
advanced nations participating) to be held in Brussels on 
24 November. 


The main points of the government’s aid plan include: 
(1) 150 million dollars in long term yen loans (commod- 
ity aid) will be provided at low interest rates from the 
Overseas Economic Cooperation Fund as part of the 
‘Polish currency stabilization fund” (totaling | billion 
dollars) being sought by Poland from the advanced 
nations; (2) a government environmental survey team 
will be dispatched to Poland, Hungary, East Germany 
and Czechoslovakia in early December; and (3) food aid 
to Poland (grants-in-aid) and technical cooperation for 
human resources development in Poland and Hungary. 


The most prominent item is the yen loan for assisting the 
Polish currency fund. Poland is not included in the “‘list 
of developing countries” of the Development Assistance 
Committee (DAC, an agency under OECD) and is not 
qualified as a recipient of Japanese official development 
aid (ODA). Nevertheless, the government has given 
consideration to the increasingly popular view among 
DAC countries, led by the United States, that “Poland 
should be included on the list,” and has decided to 
provide ODA for the first time. 


Daihatsu To Resume Talks on Polish Car Project 


OW1911030789 Tokyo MAINICHI DAILY NEWS 
in English 17 Nov 89 p 9—FOR OFFICIAL USE 
ONLY 


[Text] Daihatsu Motor Co. has said that it will resume 
talks with Poland next month on a long-standing project 
to cooperate in car production in the East European 
nations. 


The company said a mission will be sent to Poland 
around Dec. 10 for talks with officials of both the Polish 
Government and the state-run car manufacturing factory 
FSO. 


The mission will comprise officials of Daihatsu and 
three major trading firms, Mitsui, C. Itoh and Sumit- 
omo, company officials said. 


The project calls for production of passenger cars with 
technology provided by Daihatsu. 


Poland reportedly hopes to manufacture a 1600 cc diesel 
engine car, while Daihatsu has proposed a 1300 cc 
compact car based on its Charade Passenger model. 


Daihatsu plans to increase annual production to about 
120,000 units in five years after the start of the project, 
the officials said. 


They said the mission will insist on credit guaranteed by 
the Japanese Government as a prerequisite for the 
project while Poland will seek commercial loans to 
promote the project. 
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Tomonaru Eguchi, chairman of Daihatsu Motor Co., 
told reporters he hopes for a successful conclusion of 
negotiations with the Polish side. 


Government credit is absolutely necessary because the 
cost of the project is expected to far exceed 100 billion 
yen, he said. 


Negotiations have been suspended since September last 
year when the Polish Government was reported to have 
picked Fiat of Italy as the project's partner. 


Japan-GDR Economic Meeting Ends 16 Nov 


OW1611185489 Tokyo JIJI in English 1433 GMT 
16 Nov 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, Nov. 16 (JIJI PRESS)—Japanese busi- 
nessmen and East German trade and economic officials 
ended two days of talks here with a joint statement 
calling for stepped-up Japanese economic aid to the 
turbulence-swept country. 


The statement issued by the Japan-GDR economic com- 
mittee and its East German counterpart also said that 
political and economic reforms under way in East Ger- 
many should add up to open a new era of economic 
collaboration between the two countries. 


Specifically, the statement called for Japan to help East 
German enterprises sell products in markets other than 
the Japanese market and proposed that Japanese coop- 
erate to boosi / apanese tourists to that country to about 
30,000 people next year. 


Participants in the 17th joint economic committee 
meeting also agreed on the need to bolster Japanese 
cooperation with East Germany in the field of science 
and technology. 


East German Foreign Trade Minister Gerhard Beil, who 
represented the East German committee, stressed that 
his country badly needs foreign aid to stabilize its 
domestic economy and then push the current political 
reforms. 


Representing the Japanese side, Eishirc Saito, chairman 
of the federation economic organizations (Keidanren), 
expressed his support to East Germany’s broad-based 
reformist line with a pledge of Japanese economic assis- 
tance. 


The next committee meeting will be held in East Berlin 
in the spring of 1991. 


At a news conference called to sum up the conference, 
Beil revealed that East Germany has started preparing a 
legal framework for joint venture projects with foreign 
companies. 


A joint venture law under study is aimed at protecting 
foreign investment to be made in East Germany, he 
added. 
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Asked to comment on economic reforms, Beil also said 
the government will give individual companies more 
autonomy in many aspects of their operations, including 
production. 


In this respect, a new five-year economic development 
plan starting in 1991 should differ largely from those in 
the past, he told reporters. 


Editorial Considers Possible German 
Reunification 


OW2411040489 Tokyo THE JAPAN TIMES 
in English 22 Nov 89 p 20—FOR OFFICIAL USE 
ONLY 


[Editorial: ‘Managing Changes, Managing Power’’] 


[Text] Thoughtful advocates of the “Pacific Century” 
have taken to bemoaning the growing influence of Japan 
and America bashers—the so-called revisionists—at this 
irksome hour in trans-Pacific relations, and rightly so. 
But our regional debate is almost genteel by the stan- 
dards of Europe’s current wrangle over the question of 
German reunification. 


Already some influential European commentators have 
reportedly created a noisy rumpus there by charging that 
the remarriage of West and East Germany will result in 
the birth of the “Fourth Reich.” The term—a conscious 
echo of Adolf Hitler’s self-proclaimed ‘Third Reich” — 
was meant to offend, and Germans have been duly 
offended. 


Such rhetoric, however contentious, reflects the pressure 
of something far more daunting than tough words. At the 
heart of the pan-European debate over the possible 
consequences of German reunification looms one enor- 
mous question: What might a new united Germany do 
with its power? 


The question has bite because the process is already 
under way. In a subtle yet palpable way, power is quietly 
shifting from the main structures of postwar Europe— 
NATO, the Warsaw Pact and the European Commu- 
nity—toward the Federal Republic of Germany. Com- 
mentators have been quick to pounch on the few visible 
signs of this revolution. 


Take, for example, the new stature of West German 
Chancellor Helmut Kohl. Long regarded both in his 
country and abroad as a bumbling, almost comic figure, 
the West German leader has undergone a striking meta- 
morphosis during the past two weeks. Visiting Poland 
after the dramatic opening of the Berlin Wall, Mr. Kohl 
walked and talked like a statesman, 2 man who under- 
stands the measured use of power. 


When he appeared at last weekend’s EC summit, Mr. 
Kohl’s demeanor was quiet and confident. He may have 
traveled from Bonn, but one day he or his successor may 
sit in Berlin, the restored capital of 80 million Germans. 
It is this possibility that has raised West Germany to the 
status of non-Soviet Europe’s most important power. 
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The relative shift of power from Germany’s neighbors to 
West Germany has its Pacific equivalent. The rise of 
Japan to the status of the Pacific Rim’s pre-eminent 
industrial, commercial and financial power has neces- 
sarily involved a relative shift of influence from some of 
Japan’s Pacific neighbors to Japan itself. For a variety of 
complex reasons, this shift has accelerated during the 
1980s. 


Such changes are the very stuff of history. The success of 
a region, be it Europe or the Pacific Rim or anywhere 
else, is measured by how well such shifts are managed by 
all of the region’s members. 


The current fracas between Washington and Tokyo 
suggests that the Pacific Rim suffers from a shortage of 
skilled power managers. But last weekend’s EC summit 
argues that in still more difficult circumstances, Europe’s 
leaders have risen to the challenge of a significant 
intraregional power shift. 


French President Francois Mitterrand called the summit 
in response to the political revolution in East Germany. 
The backdrop to this diplomatic move was the drive 
being orchestrated by Mr. Jacques Delors, the president 
of the EC’s executive commission, to accelerate Euro- 
pean integration as the East-West divide dissolves. 


This campaign dovetails nicely with another goal of 
French diplomacy: keeping Franco-German relations on 
an even keel. French diplomats appear keen to anchor 
West Germany within the EC in ways that will mitigate 
the impact of a reunited Germany. 


But British Prime Minister Margaret Thatcher is less 
afraid of a united Germany than of Mr. Delors’ vision of 
a United States of Europe. Such fears might have 
derailed last Saturday’s Paris summit, but it is just at this 
point that Europe’s leaders showed their skill as power 
managers. 


First, Mrs. Thatcher said loudly what Moscow needed to 
hear. The West, the British leader insisted, should do 
nothing that would weaken Soviet President Mikhail 
Gorbachev’s position. This meant saying “‘no”’ (at least 
for the moment) to any changes in Europe’s 1945 bor- 
ders. Second, the EC leaders agreed that East Germany 
must hold free elections before establishing deeper links 
with the EC. 


The net result was a victory for Europe. It is time for our 
leaders to achieve the same for the Pacific, for genius lies 
not in power, but in its effective management. 


JCP’s Ogata Meets With RCP’s Ceausescu 23 Nov 


OW2511120789 Tokyo JPS in English 0946 GMT 
25 Nov 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo Nov 25 JPS—Yasuo Ogata, Presidium 
member and head of the International Department of 
the Japanese Communist Party [JCP], who was 
attending the 14th Congress of the Romanian Commu- 
nist Party [RCP], on November 23 met with General 


Secretary Nicolae Ceausescu of the RCP at a special 
room in the congressional hall. 


Ogata conveyed messages of greeting from Kenji 
Miyamoto, Central Committee chairman, and Tetsuzo 
Fuwa, Presidium chairman of the JCP, addressed to 
General Secretary Ceausescu of the RCP. In the meeting 
with Ceausescu, Ogata stressed the up to date impor- 
tance of the Miyamoto-Ceausescu joint declaration of 
1987, which carries the tasks of the prevention of nuclear 
war and elimination of nuclear weapons, dissolution of 
the military blocs and defense of national self- 
determination, under the present international situation. 
Ogata also stated the stand and view of the Japanese 
Communist Party on the present developments in East 
European countries and the Tiananmen incident in 
China. 


Ceausescu expressed thanks to the messages of greeting 
from Miyamoto and Fuwa, and to the dispatch of a JCP 
delegation to the 14th RCP Congress. Ceausescu stated 
the view of the RCP on the questions concerned with the 
present international situation and the communist 
movements in the world. 


East Europe Reform Should Spur Business Links 


OW2311015089 Tokyo THE JAPAN ECONOMIC 
JOURNAL in English 25 Nov 89 p 7—FOR OFFICIAL 
USE ONLY 


{By Konosuke Kuwabara, JAPAN ECONOMIC 
JOURNAL staff writer] 


[Text] Japanese executives expect the sweeping moves 
toward liberalization in the Soviet Union and Eastern 
Europe will lead to business opportunities over the long 
term. 


But in the short term, the executives are far more 
cautious. Given the region’s many economic problems 
and evolving political situation, the executives say they 
are reluctant to make concrete decisions about new trade 
with or investment to the area. 


“Of course, I welcome the reforms. But the rapid changes 
make me confused, too,” said Shinichi Ishikawa, general 
manager of the USSR department at Sumitomo Corp. 
“For the time being, we must cope with the situation in 
the most careful manner.” 


Compared with most European industrial nations, 
Japan’s trade with Eastern Europe remains tiny. In 1988, 
Japan conducted $250 million in bilateral trade with 
East Germany, $270 million with Hungary, and $370 
million with Poland. 


Japan’s trade with the Soviet Union stood at $5.9 billion 
in 1988, up some 20% from a year earlier. Mostly, Japan 
imports raw products from and exports manufactured 
goods to the region. 


Further, Japanese firms have only 32 joint venture 
projects in the region—2! in the Soviet Union, five in 
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Hungary, four in Bulgaria and two in Yugoslavia, 
according to the Japan External Trade Organization. 


This is largely because of Japan’s weak geographic rela- 
tionship with the area, said Iwao Ohashi, a researcher in 
JETRO’s Europe division. 


In contrast, Western nations’ joint ventures with the 
Soviet Union and Eastern Europe have more than qua- 
drupled in the past year, to 3,177, JETRO said. 


Ohashi and other executives say there are numerous 
reasons for Japanese companies’ inactivity in the region. 


They include Eastern Europe’s inflexible centrally 
planned economies, its lack of convertible currencies, 
Coordinating Committee for Export to Communist 
Areas (Cocom) regulations that restrict sensitive exports 
and the lack of trade freedom. 


In most cases, this adds up to unprofitable operations. 


Executives add that many Japanese corporations are 
waiting for the Japanese government to grant aid to 
Poland and Hungary and to take other concrete mea- 
sures so that they can conduct business more smoothly in 
the region. 


To date, corporations report numerous problems setting 
up joint ventures. For example, in response to a request 
by the Polish government, Daihatsu Motor Co. plans to 
send a mission to Poland for about two weeks next 
month to resume negotiations on a project to produce 
passenger cars. 


But a company source noted that Daihatsu is treading 
softly because it perceives difficulties in freely exporting 
products made in Poland to other nations, despite 
ongoing liberalization. 


The problems are similar in Hungary where Suzuki 
Motor Co. has been negotiating for more than four years 
to launch a Y20 billion joint venture to assemble pas- 
senger cars at a plant near Budapest. 


Says Yoichi Takeuchi, manager of the company’s Euro- 
pean division, “Just because of the (improving political) 
atmosphere, we cannot make easy decisions on such a 
large project.” 


If regulations by the Communist Economic Conference 
(COMECON) on trade are eased, Japanese companies 
would pay more attention to the region’s market poten- 
tial, JETRO’s Ohashi said. 


The combined gross national product of the Soviet 
Union and Eastern European countries accounts for 20% 
of the world’s GNP, according to U.S. Central Intelli- 
gence Agency data. 


Intention To Support East Europe Analyzed 


OW2211204489 Tokyo THE JAPAN ECONOMIC 
JOURNAL in English 25 Nov 89 pp 1, 7—FOR 
OFFICIAL USE ONLY 


{By Katsuro Kitamatsu, JAPAN ECONOMIC 
JOURNAL staff writer) 


[Text] As the Berlin Wall crumbles, so, too, is Japan’s 
low-key diplomatic policy toward Eastern Europe. 


In its place, Tokyo is trying to build an atmosphere 
where aid can be extended and where trade and invest- 
ment can more freely flourish. 


The major reasons: Japan wants to help the region’s 
liberalization, to set the stage for future market oppor- 
tunities and to meet U.S. and other nations’ demands 
that it take more global responsibility. 


‘Support for Eastern Europe, is increasingly important 
for Japan,” Prime Minister Toshiki Kaifu said last week 
as he announced plans for a new aid package to Poland 
and Hungary. Kaifu intends to visit both nations in early 
January. 


Added Takehiro Togo, director-general of the Foreign 
Ministry’s Europe and Oceanic Affairs Bureau, “If 
Eastern Europe’s reform fails, it would definitely impede 
perestroyka and adversely affect Japan-Soviet rela- 
tions.” 


Diplomatic momentum 


Last week, Japan’s budding interest in East Europe was 
highlighted by the visit to Tokyo of a top Soviet Polit- 
buro member, Aleksandr Yakovlev, who called for a 
“third way” to resolve bilateral territorial disputes. Late 
this week, the focus will shift to Brussels, where diplo- 
mats from 24 Western democracies will discuss mea- 
sures to help Eastern Europe’s stagnant economies. 


At that meeting, the Japanese government is expected to 
announce a new aid package for Poland and Hungary as 
part of its official development assistance (ODA) pro- 


gram. 


For Poland, it will likely include $40 million worth of 
emergency food supply and a $100-200 million contri- 
bution to a special $1 billion fund to stabilize the 
nation’s currency, the zloty. 


For both Poland and Hungary, Japan is also considering 
a $40 million package for professional training on man- 
agement of the free market economy, and technological 
assistance for such fields as environmental protection. 


Japan is also preparing to extend new loans to Poland 
from the Export-Import Bank of Japan and to offer 
Japanese companies the government’s trade insurance as 
a way to promote investment there, according to MITI 
officials. 
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However, the loans and insurance will not be available 
until after Poland accepts an economic adjustment pro- 
gram devised by the International Monetary Fund and 
agrees on its fifth rescheduling of external debt with 
Western creditors, officials said. 


New objectives 


To date, Japan's political and economic ties with East 
Europe and the Soviet Union have been relatively weak. 


Trade between Japan and eight East European coun- 
tries—Albania, Bulgaria, Czechoslovakia, East Ger- 
many, Hungary, Poland, Rumania, and Yugoslavia— 
was 0.4% of Japan's total $452,270 million trade in 
1988. 


And Japan offered only $1.63 million worth of technical 
cooperation to Yugoslavia, the only Eastern European 
nation to receive ODA. 


That compared with $4,034 million in ODA to Asian 
countries, or 62.8% of the $6,422 million bilateral ODA. 


Today, government and diplomatic sources say, there 
are three major reasons why Japan wants to improve ties 
with Eastern Europe. 


First, because of its growing economic prowess and trade 
surplus, Japan is constantly being urged by the U.S. and 
other trading partners to shoulder a larger slice of 
international responsibility for Western security. 


Second, as the European Community moves toward 
integration, Tokyo is worried that the formation of a 
“Fortress Europe” will hinder Japanese trade there. 


By stepping up aid to Eastern Europ. and by helping 
Western Europe stabilize the continent, Japan hopes to 
gain goodwill and to avert the building of protectionist 
barriers, according to Japanese officials. 


In turn, Japan sees Eastern Europe as a source of 
production over the long term. 


“High-class, relatively low-pay work forces in Eastern 
Europe could benefit Japanese companies wanting to set 
up export bases to the EC market in the future,” noted 
Shinji Fukukawa, a former vice minister at MITI who is 
now an adviser to the ministry. 


Third, Japan's support to the Eastern bloc is designed to 
help reduce Moscow's political and financial obligations 
to the region and to boost stabilization, said Tadao 
Morimoto, a prominent Soviet watcher at Toray Indus- 
tries Inc.’s Management Institute. 


Added Kenzo Oshima, director of the Foreign Ministry's 
ODA policy division, “Japan's wider support to the 
Eastern nations could send a positive message to 
Moscow” that Japan is making serious efforts to 
improve relations with te Eastern bloc. 
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Surmounting obstacles 


Whatever Japan's intent, officials acknowledge that 
numerous obstacles must be surmounted if the new 
diplomatic initiative is to succeed. 


One major problem is the condition of the region's 
economies. Poland and Hungary, for example, have huge 
debts and notoriously inefficient industries. 


Predictably, Japanese companies are wary about 
investing there, in part because they fear a backlash 
against liberalization. 


With the Soviet Union, meanwhile, the Japanese Gov- 
ernment has a particulary sensitive diplomatic task to 
solve as it seeks a settlement to the dispute over four 
Soviet-occupied Northern Islands off Hokkaido— 
Habomai, Shikotan, Etorofu, and Kunashiri. 


Tokyo has demanded return of the islands since World 
War II and refuses to sign a peace treaty with Moscow 
until that happens. 


Last week in Tokyo, Aleksandr Yakovlev, a key adviser 
to Soviet leader Mikhail Gorbachev, called for a “third 
way” to resolve the bilateral dispute, apparently signal- 
ling a change in Moscow's position. 


Foreign Ministry officials expect further progress will be 
made during a series of forthcoming scheduled talks. 


Those will be followed by a visit to Japan next March by 
Soviet Foreign Minister Eduard Shevardnadze. 


His Japanese counterpart, Taro Nakayama, is then 
expected to visit Moscow. And in 1991, Gorbachev is 
expected to make his first visit to Japan. 


All this has Eastern Europe watchers brimming with 
anticipation. 


“Japan's East bloc diplomacy has apparently reached a 
new stage,” said Toray’s Soviet watcher Morimoto. “For 
the immediate future, | believe the direction will con- 
tinue to go forward.” 


Column Views Changes in East Europe, Asia 


OW 2211015389 Tokyo ASAHI EVENING NEWS 
in English 20 Nov 89 p 4—FOR OFFICIAL USE 
ONLY 


[““Weekly Economic Review"’ column by George 
Murami: “Japan To Aid E. European Countries] 


[Text] The tide of rapidly accelerating change in Eastern 
Europe toward freedom, democracy and market econo- 
mies dominates the news. Of the Soviet bloc, only 
Romania still sticks to Staliniststyle politics and econo- 
Ne, 


In the common view, the area is not one of primary 
Strategic importance for Japan. It is geographically 
remote and the impact of the revolutionary changes now 
sweeping through it has only an indirect impact cr 
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Japan. But recent developments are of the greatest 
significance and Japan is bound to be affected pro- 
foundly by them. 


The United States and West Germany are moving to 
provide aid to Eastern Europe and Japan also plans to 
lend a helping hand. The foreign aid appropriation in the 
new fisca! '990 budget will include substantial amounts 
for the area, starting with Poland. Japanese businesses 
see Opportunities opening up in the area. 


The question for Japan, closer to home, is: Will this tide 
of change, sparked by Mikhail Gorbachev's policies of 
detente abroad and reform at home, wash ashore in the 
communist countries of East Asia? 


In China, although the student-led movement for 
freedom and democracy has been crushed by Deng 
Xiaoping and the People’s Liberation Army, the Chinese 
leadership is pledging that the open-door policy in for- 
eign economic ties and the addition of free market 
elements to its economy will be continued. 


China, with its desperate need to modernize and expand 
its economy, eagerly courts more external trade, capital, 
technology and management expertise. Japan, the eco- 
nomic powerhouse of Asia, is a logical major supplier of 
these needs. Tue Chinese are going out of their way to be 
nice to Japan. Visit#q Japanese delegations of govern- 
ment officials, businessmen and media representatives 
get warm welcomes. An immediate goal is the Y200 
billion in credits pledged by Noboru Takeshita, then 
prime minister, on a visit early this year. But the 
Japanese Foreign Ministry has yet to lift the freeze on the 
credits. 


Matters are changing in Vietnam, also under the lash of 
economic necessity. It has withdrawn its troops from 
Cambodia, removing the chief cause of the economic 
embargo imposed by Japan, and economic controls are 
being eased. 


There have been no signs whatever of change in North 
Korea's internal situation, still a rigid communist dicta- 
torship under the iron rule of Kim Il-song. There are no 
mass rallies demanding freedom and democracy. But, 
although North Korea still has massive military forces, a 
heavy burden on its weak economy, it has dropped its 
strategy of terrorism and military intimidation toward 
South Korea and entered on a tactic of limited dialogue. 


In Japan's relations with the Soviet Union, some forward 
movement has developed on the territorial issue, the 
four South Kurile Islands now held by Russia and 
claimed by Japan. The two countries now have a joint 
commission discussing the matter and the conclusion of 
a formal peace treaty. Soviet President Gorbachev is 
scheduled to visit Tokyo in 1991 and some kind of a 
resolution of the issue is a possibility. This would open 
the way for greatly expanded ties between the two 
countries. 


FBIS-EAS-89-226 
27 November 1989 


Change in E. Asia Coming 


The 1990's, most Japanese observers believe, should be a 
decade of tumultuous change in East Asia. The thaw in 
Eastern Europe and the Soviet Union itself is bound to 
spread to China, Vietnam and North Korea. The eco- 
nomic and political consequences of such developments 
will have profound significance, setting off new growth 
and development. The financial markets last week were 
steady and strong. The yen eased a bit to Y144 and the 
dollar remained firm but did not respond to the 
improvement in the U.S. trade deficit. Interest rates here 
are rising and Bank of Japan Governor Satoshi Sumita 
has hinted at a boost in the discount rate but the 
financial community generally does not see this as an 
immediate prospect. In the United States, the latest 
signals from the economy are of a mild slowdown and 
the Federal Reserve has again lowered the federal funds 
rate but no change is expected in the discount rate. 


The Tokyo stock market rose to new highs, on the 
expectation of further rises in corporate earnings for the 
March term and continued strong performance by the 
economy. Some bullish forecasters are predicting the 
Nikkei Dow will go to Y37,500 by year-end and the 
market will keep climbing in the early months of next 


year. 


In politics, the meaningless debate in the diet over repeal 
or revision of the sales tax continues. Nothing will come 
of it—the Upper House will pass the opposition bill to 
repeal, the Lower House, still controlled by the Liberal- 
Democratic Party [LDP], will reject repeal. Meanwhile, 
the LDP program on revision will be ready Nov. 30. Its 
main feature will be exemption of food from the tax. The 
touchy, complex question of new measures to make sure 
the tax paid by the public actually goes in full to the 
National Treasury will be put off until next year. What 
the two sides are interested in is defining their positions 
on the sales tax in preparation for the coming general 
election. 


The view now taking hold is that Prime Minister Toshiki 
Kiaifu will dissolve the Lower House in late January for 
the general election in February. The LDP should win. 
When the diet reassembles in March, its chief business 
will be the new budget for fiscal 1990. Since the new 
fiscal year starts on April |, there may not be enough 
time for passage of the budget and this means a provi- 
sional budget to tide the government over. 


The budget becomes law within 30 days after passage by 
the Lower House and regardless of what the Upper 
House, controlled by the opposition, does. Taxes, how- 
ever, are a different matter, and this means protracted 
negotiations between the LDP and the centrist parties on 
a compromise. this problem will keep plaguing govern- 
ments in Japan for years to come. 
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West Europe 


* Manufacturing Advances Into West Europe 
902A0008A Tokyo NIHON KEIZAI SHIMBUN 

in Japanese 27 Sep 89 p 11—FOR OFFICIAL USE 
ONLY 


[Text] A number of Japanese manufacturers are making 
their move into Europe, where they are setting up new 
production facilities or upgrading existing ones. In 
England a subsidiary of Minebea that manufactures 
special bearings has set up a new factory; and Toshiba 
Tungalloy, Asahi Diamond Industry, and other cutting 
tool manufacturers will also launch production in 
Europe. In addition, Hitachi Maxell will manufacture 
audio tapes in its new factory in England. These initia- 
tives, coming in response to the eventual unification of 
EC markets in 1992 and aimed at reducing trade friction, 
are further evidence of the advance of Japanese factories 


in Europe. 


Cutting Tools: Toshiba 
Germany, Mitsubishi 
Spain 


To Move Into West 
Its Hold in 


Toshiba Tungalloy, a major Japanese manufacturer of 
cutting tools, will set up new production facilities in 
West Germany by 1992 at the latest. It has already 
purchased a tract of land in a southern suburb of 
Dusseldorf and is making preparations for the new 
factory. 


Mitsubishi Metal pians to build a new factory in Valen- 
cia, Spain, in order to increase production at its subsid- 
iary, Mitsvbishi Metal Espagna. By 1992 it hopes to 
double the present annual production of cemented car- 
bide tools to 1.2 billion yen. Its European sales are doing 
well; this year’s production is 50 percent better than last 
year’s. 

In England, Asahi Diamond Industry, too, will begin 
manufacturing diamond cutting tools used in construc- 
tion work. By next spring, it will establish a new com- 
pany in Crawley in southern England and build a new 
factory by the end of next year. It will distribute its 


products throughout England and all of Europe and, in 3 
years, it hopes to raise its annual sales to 3 billion yen. 


In Europe, where local tool manufacturers like Sweden's 
Sandvik hold the largest market share in cutting tools, 
there has been a rising demand for locally manufactured 
Japanese tools among Japanese automobile and other 
industries with plans to move into Europe. 


Tapes: Hitachi Maxell To Begin Production in England 


Hitachi Maxell will soon produce audio tapes in 
England. This comes on the heels of an investigation by 
the EC Commission which since earlier this year has 
been looking into the charges that cassette tapes are 
being dumped in Europe. By establishing a European 
base, Hitachi hopes to avoid trade friction before it 
occurs. The company will initially produce | million 
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tapes for the first month, and hopes to reach full monthly 
production capacity of 2 million tapes a month or 2 later. 


The tapes will be manufactured at the (Tilford) factory in 
the town of Shropshire, where video tapes and floppy 
disks destined for European markets are now being 
made. The company will invest 3 billion yen, including 
the amount allocated for the increase in the production 
of tapes they now manufacture. While it now exports 6 
million audio tapes a month to mainly England and West 
Germany, a third of these will now be produced locally. 


The tapes to be manufactured locally will be the rela- 
tively inexpensive general-purpose kind, and production 
facilities for these will be brought over from Japan. 
Tapes that require precision technology, like the metal 
tape, as well as those that cannot be mass produced, will 
continue to be shipped in from Japan. 


Japan Tokushu Ko To Invest in a Major French 
Manufacturer of Spark Plugs 


On 26 September, Japan Tokushu Ko, the largest Japa- 
nese manufacturer of automobile spark plugs, 
announced that it has agreed in principle to purchase 
30-40 percent of shares in (Akom), a major French 
manufacturer of spark plugs, and to offer plug and other 
ceramic manufacturing technology as well. 


With Japan Tokushu Ko’s participation in its capital, 
(Akom) may opt to change its name in the future. In 
addition to spark plugs, the company plans to manufac- 
ture fine ceramic products for use in automobiles, 
including various sensors, turbocharger rotors, and IC 


[integrated circuit] packages. 


Minebea E i 
—- a pi n England, 


Rose Bearing, Minebea's subsidiary in England that 
manufactures special bearings for use in aircraft, has 
built a new factory in Lincoln, complete with production 
facilities moved in from the old factory. The new instal- 
lation is situated on 40,000 square meters of land and 
has a floor space of 10,000 square meters; it is about 3 
times as large as the Saxilby factory where bearings were 
previously assembled. The total cost of investment is 
about 1.25 million pounds (about 300 million yen), and 
an efficient, computer-controlled production system has 
been introduced. The new facility can respond to 
increased demand from European air and space indus- 
tries and serve as a full-scale locally based production 
center in preparation for the eventual unification of EC 
markets. 


For the moment, the new factory will continue to pro- 
duce 800,000 units of rod ends and spherical bearings 
annually, both of which are indispensable to production 
of aircraft, but the production facilities will be expanded 


gradually. 


The company will also study the possibility of locally 
manufacturing miniature bearings that are currently 
imported from Thailand and other places. Should this 
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occur, there will be three centers for the production of 
miniature bearings in the world—Southeast Asia, the 
United States, and England. 


Minebea purchased Rose Bearing in January of 1988 
from APV Baker, a major British manufacturer of 
machinery. Its annual sales are about |.1 billion yen. 


Other Countries 


Official Receives ‘Bitter Blast’ From DPRK 


OW2211001289 Tokyo THE DAILY YOMIURI 
in English 20 Nov 89 p 1—FOR OFFICIAL USE 
ONLY 


{By YOMIURI SHIMBUN Kiyoshi Takai correspon- 
dent] 


[Text] Beijing, Nov. 18—Shocked by bitter North 
Korean denunciations of Japan, a senior Japan Socialist 
Party [JSP] member failed to deliver a private letter 
from former Deputy Prime Minister Shin Kanemaru to 
North Korean leader Kim Il-song at a meeting with 
executives of the North Korean Workers Party here 
Saturday. 


Kanemaru asked former JSP Secretary General Makoto 
Tanabe, who began a visit to China Friday, to deliver the 
private letter addressed to the North Korean leader. 


Kanemaru's letter reportedly expressed his willingness to 
visit Pyongyang to discuss the release of two Japanese 
crewmen of the “‘Fujisan Maru No. 18,” who have been 
imprisoned in North Korea on espionage charges, Lib- 
eral Democratic Party [LDP] sources said. 


Tanabe, however, suffered a blast of criticism when he 
met Saturday with representatives of the North Korean 
Workers Party at the North Korean Embassy in Beijing. 


The meeting had been arranged to discuss ways of 
improving Japanese-North Korean relations. 


Instead, Tanabe was upbraided for almost three hours by 
the North Koreans, who complained that both the Jap- 
anese Government and the LDP had staged hostile 
attacks on the pro-Pyongyang General Association of 
Korean Residents in Japan (Chosen Soren) in connec- 
tion with political donations made by the pachinko 
industry. 


In the face of the bitter blast, Tanabe refrained from 
delivering Kanemaru’s letter. Political observers said 
such a lapse was “very unusual’ and voiced strong 
concern over the new tensions between Tokyo and 


Pyongyang. 
Tanabe later told reporters at a Beijing hotel that the 


North Korean criticisms were much sharper than he had 
anticipated. 
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While declining to give details of the meeting, he said, 
“It is very unlikely that I will personally visit Pyongyang 
to seek a breakthrough in bilateral relations." 


But he quickly added that he believes Pyongyang’s 
invitation for a visit by Kanemaru is still on. 


“In such a difficult situation, it is very important that 
both sides keep open a channel for conversations 
between the two governments,” Tanabe added. 


JSP’s Doi Hints at Acceptance of ROK Treaty 


OW2011181989 Tokyo JIJI in English 1409 GMT 
20 Nov 89-——FOR OFFICIAL USE ONLY 


[Text] Tokyo, Nov. 20 (JIJI PRESS)—Japan Socialist 
Party (JSP) Chairwoman Takako Doi Monday indicated 
her party's approval of the 1965 basic relations treaty 
between Japan and South Korea, that normalized bilat- 
eral ties 20 years after the end of Japanese occupation of 
the Korean peninsula. 


Politics would not move on if the JSP continues to reject 
the treaty just because the party had opposed it when the 
Liberal Democratic Party (LDP) government rammed it 
through the Diet (parliament) in 1965, Doi said during a 
taped interview on Japan Broadcasting Corp. (NHK). 


The JSP must respect obligations under the constitution 
to abide by a treaty concluded with a foreign country, she 
said. 


Japan's largest opposition party has been opposed to the 
notion that South Korea is the only legitimate govern- 
ment in the peninsula and thus remained negative 
toward the bilateral treaty. It maintains relatively close 
ties with North Korea's ruling Korean Workers’ Party. 


The JSP’s stance on the treaty has been the key issue in 
the party’s evolving new policy toward the Korean 
peninsula. 


ASAHI Hopes for Detente on Korean Peninsula 


OW 1611191489 Tokyo ASAHI EVENING NEWS 
in English 15 Nov 89 p 3 


[ASAHI SHIMBUN 15 November Editorial: ““The Wall 
and the Koreans"’] 


[Text] Reports from Seoul say that citizens have watched 
with much emotion news programs showing young 
people crossing the Berlin Wall from east to west. The 
same emotion could have welled in Pyongyang, if the 
news had been televised. 


Considered a remnant of the Cold War, the Korean 
Peninsula is divided into North and South with barbed 
wire and mine fields. Countless divided families have no 
way of hearing of their kin. The Koreans feel as if the 
Berlin Wall were their own affair. 


It may be too hasty to suppose that what happened in 
Germany can also take place in Korea. The way the 
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countries were established and their relations with the 
United States and the Soviet Union are quite different. 


The Berlin Wall was arbitrarily built by the East German 
regime, but the Demilitarized Zone in Korea is based on 
a truce reached between the belligerents. 


Nonetheless, the cataclysmic changes in the Soviet 
Union and Eastern Europe must have given a significant 
shock to North and South Korea, which will inevitably 
be forced to make some sort of move. It is to be hoped 
that their responses will serve to ease tensions. 


The only way to realize this move is for North and South 
to hold dialogue. We look forward to a resumption of 
talks on the visits of separated families and entertain- 
ment troupes and exchanges of sportsmen as well as 
preliminary talks for a summit. 


North and South Korea have asserted that the division of 
the nation is a product of egoism on the part of neigh- 
boring major powers. Their assertion is right insofar as 
developments leading to the division are concerned, but 
the fact remains that the Cold War formula in which the 
Communist bloc, which supports North Korea, looked 
daggers at the Western countries, which side with South 
Korea, has crumbled swiftly in recent times. 


Hungary and Poland have formed diplomatic ties with 
South Korea. The Soviets are also beefing up economic 
exchanges with South Korea. South Korea’s economic 
strength, evidenced by the Seoul Olympics, cannot be 
ignored. Its ‘‘new-thinking” foreign policy now directed 
at Asia, Moscow may be aiming to gain leadership in the 
region by opening channels of communication with both 
Seoul and Pyongyang. 


The North Korean leadership is on the alert, fearful that 
moves in the Soviet Union and Eastern Europe might be 
used to justify the concept of two Koreas. Nevertheless, 
Pyongyang must accept those moves if it is to find ways 
of breaking through the impasse. 


Pyongyang is also searching for measures to improve ties 
with the West, and unconfirmed reports say that some 
sort of contact has been established with the United 
States. The North Koreans are in the same boat as the 
Soviets and the East Europeans in the sense that they 
need Western capital and technology to break the eco- 
nomic standstill. 


Presumably, North Korea's dilemma lies in the political 
instability of economic openness. Pyongyang probably 
wants to avoid committing the mistakes of East Euro- 
pean countries where communist dictatorships have 
crumbled to pieces. 


The nightmare at Tiananmen Square in Beijing is not a 
fire on the other side of the river to the North Korean 
leadership. North Korean leader Kim Il-song recently 
visited Beijing in secret. He must have talked about ways 
to cope with the changes in Eastern Europe with the 
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Chinese leadership, which took advantage of the 
Tiananmen massacre to revert to harsh repressive mea- 
sures. 


It is necessary to focus attention on Pyongyang’s 
response to the fluid developments in Eastern Europe, 
but South Korea, the United States and Japan are 
encouraged not to aggravate the Pyongyang leadership's 
underlying misgivings and drive it into a corner. 


It is impossible to sustain for long the kind of political 
stability that has been accomplished by suppressing the 
energy of the masses yearning for a better life and greater 
freedoms. That is precisely what the dismantling of the 
Berlin Wall has taught the world. 


As a neighboring country, Japan ought to help ease 
tensions. As it is, however, we have yet to settle accounts 
with the North Koreans over Japanese colonial rule. 


Last March, Prime Minister Noboru Takeshita 
expressed a “sense of reflection and regret” and advo- 
cated better ties with North Korea, but there have been 
no developments. It is primarily Japan's obligation to 
expedite a breakthrough. 


UN Envoy Criticizes SRV Pullout From 
Cambodia 


OW1711023989 Tokyo JIJI in English 1229 GMT 
16 Nov 89—FOR OFFICIAL USE ONLY 


[Text] New York, Nov. 15 (JIJI PRESS)}—Japanese 
ambassador to the United Nations Hideo Kagami 
expressed regret Wednesday that the September pullout 
of Vietnamese troops from Cambodia was not moni- 
tored by an international control mechanism like a U.N. 
task force. 


At the same time, however, he praised the withdrawal as 
an important contribution to the peace process in an 
address to the General Assembly session on the Cambo- 
dian situation. 


The General Assembly is expected to adopt a proposal 
calling for a comprehensive political settlement in Cam- 
bodia by an overwhelming majority on Thursday. 


The proposal stipulates a total withdrawal of foreign 
troops from Cambodia under U.N. supervision, the 
establishment of a provisional government, the promo- 
tion of national conciliation under the leadership of 
Prince Norodom Sihanouk, and coordinated efforts to 
prevent a restoration of the Pol Pot regime. 


The proposal, jointly submitted by 75 nations, defines a 
pullout that is not monitored, supervised and verified by 
U.N. forces as falling outside the framework of a com- 
prehensive political settlement. 
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National Affairs 


Kaifu Uses Culture as "Rallying Cry’ For LDP 


OW1511184289 Tokyo THE DAILY YOMIURI 
in English 14 Nov 89 p 1—FOR OFFICIAL USE 
ONLY 


[Political Pulse’’ column by Raisuke Honda, 
YOMIURI SHIMBUN political editor: “Why Kaifu Is 
Preaching a Cultural Boom"’} 


[Text] Prime Minister Toshiki Kaifu has become an avid 
promoter of culture recently, going to the length of 
setting up a council to study Japanese culture and 
proposing a cultural promotion fund. 


Kaifu’s newly established “Council to Consider a Desir- 
able Society in the 21st Century” held its first meeting on 
Nov. 8. Its stated purpose is to explore the path the 
Japanese people and society should take toward the 21st 
century, according to sources close to the prime minister. 


The sources said Kaifu is concerned about recent gloomy 
social tendencies, horribly reflected in a series of mur- 
ders of little girls. He believes that the gloom stems from 
social distortions which have arisen amid the pursuit of 
material prosperity, the sources said. 


Kaifu persuaded a remarkable philosopher, Takeshi 
Umehara, head of the International Japanese Culture 
Center, to chair the new council. Umehara and Kaifu 
attended the same middle school, although Umehara 
graduated years before the prime minister. 


Umehara has been advocating the creation of a Japanese 
school of philosophy, arguing that no such study exists 
although there are Western and Oriental schools of 
philosophy. He has scripted a kabuki play titled 
““Yamato Takeru” based on the ancient history of Japan. 


After accepting the chairmanship of the council, Ume- 
hara said, “This is an age when no philosophy exists in 
politics. My report will specify the shortcomings of the 
Japanese and the direction they should take.” 


Kaifu also ordered the quick establishment of an Art and 
Culture Promotion Fund, which the government and the 
Liberal Democratic Party, [LDP] had contemplated for 
some years. The plan calls for a Y200 billion fund, 
jointly contributed by the government and the private 
sector. The money will be invested and the yield will be 
used to support artistic and cultural activities. 


Japan’s cultural record has been very poor so far. The 
government's annual budget for cultural activities is 
about Y40.9 billion, only about one-fifth of the average 
cultural expenditure of the major Western nations. 
Therefore, if the new fund is realized, it would certainly 
be of great help. 


But why has Kaifu decided to promote culture? 


Unlike the administrations of most of his predecessors, 
Kaifu came unexpectedly into power as a result of 
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political turmoil and power struggles among the LDP 
factions. Kaifu's administration is not the result of his 
own long preparations for his ascent to the LDP presi- 
dency and the prime ministership. 


Consequently, Kaifu has not yet been able to make any 
big impact in showing off his political style. With no 
particular political achievements apart from having 
worked as a Diet member specializing in cultural affairs 
and twice serving as education minister, Kaifu appar- 
ently has no alternative but to make education and 
culture his forte. It so happens that culture is now in 
fashion. 


The sources said Kaifu wants to use culture as a major 
rallying cry for his LDP in the campaign for the next 
House of Representatives election. He will probably ask 
the 21st century council to submit an interim report 
around election time. 


If Kaifu should exploit culture for election purposes in 
excess of what he actually plans to deliver, his move 
would prove extremely uncultured. If he does take up the 
cultural issue, we would like him to carry out his plans 
with sincerity. 


* Political Financing, Contributions Examined 


* Funds Raised Reach Highest Level 


41050165 Tokyo SANKEI SHIMBUN in Japanese 
8 Sep 89 p I—FOR OFFICIAL USE ONLY 


[Text] In 1988, when the Recruit Scandal made it 
necessary to reevaluate the relationship between “‘poli- 
tics and money” the amount of political funds raised by 
political parties and groups amounted to 172.2 billion 
yen, reaching its highest level in history and registering 
an increase of 19.4 percent over the previous year's 
figures, according to the Ministry of Home Affairs’ 
“Report on Revenues and Expenditures of Political 
Funds for 1988” published in its official bulletin of 
September 8, 1989. The factors responsible for this 
development are aggressive campaign fund raising 
mounted by all political parties in preparation for the 
House of Councilors Election which took place in July; 
and the economic boom enjoyed by businesses and trade 
associations resulting in an increase in their political 
contributions, especially in the Liberal Democratic 
Party, where each proportional representation candidate 
for the House of Councilors had been intensifying cam- 
paign efforts to win support from party members, which 
also contributed to substantial increase in party reve- 
nues, almost 50 percent over the previous year’s figures. 
The introduction of proportionate representation elec- 
tion, which was intended to eliminate election costs, has 
resulted in the generation of a large amount of politica! 
funds. As if disregarding the voices urging political 
(election) reform, the amount of money needed to par- 
ticipate in politics is growing and the funding circum- 
stances are becoming increasingly more ambiguous. 
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The political parties and groups under the jurisdiction of 
the Ministry of Home Affairs (Central Portion), which 
submitted the revenue and expenditure report, number 
4,134. 


The receipts by the parties and by the political fund-raising 
groups which accepted contributions from businesses on 
the parties’ behalf amounted to some 84.118 billion yen 
and those raised by both the political groups representing 
the Liberal Democratic Party factions and a series of 
Opposition Parties politicians came to 88.161 billion yen, 
totaling 172.279 billion yen. Expenditures by the political 
parties and their political funding organizations amounted 
to 77.175 billion yen, and those of political organizations 
to 85.867 billion yen, totaling 163.042 billion yen. The 
expenditures by the political parties and political funds 
groups were in the amount of 77.175 billion yen, and those 
by the political organizations amounted to 85.867 billion 
yen, a total of 163.042 billion yen. 


The amount of political funds raised mainly in preparation 
for the election of the Upper and Lower Houses, which, 
under a new setup, will be conducted on the same day, as 
well as the election of the Liberal Democratic Party 
chairman for the first time in 5 years, was the highest in 
history, exceeding the 1986 figure of 167.5 billion yen; the 
expenditures recorded also were the second highest in 
history, following behind the 1986 figures (172.223 billion 
yen). A breakdown by party indicates that, as in the past 14 
years, the Communist Party continues to be the top fund 
raiser, recording 26.274 billion yen (an increase of 0.3 
percent over the previous year’s figures). The income is 
derived mainly from business undertakings, such as the 
subscription fees of the party organ, RED FLAG. 


The Liberal Democratic Party, which raised 22.28 bil- 
lion yen, is in second place; in terms of growth over the 
previous year’s figures, however, it occupies the top 
position, achieving a 48.6 percent growth. Hoping to win 
the July election of the House of Councilors by 
improving their ranking of the roster, the proportionate 
representation candidates had been intensifying their 
efforts to get more people to join the LDP in their behalf. 
As a result, the party was able to gain approximately 3 
million new members, its total membership now 
reaching the 5 million mark for the first time. The 
members of the Friends of the Party also increased from 
approximately 170,000 (1987) to 780,000 (1988). These 
two membership increases have generated a new revenue 
of 4.5 billion yen in membership fees, directly contrib- 
uting to the revenue growth experienced in 1988. 


This year, the Komei Party did not have the revenues from 
the temporary party subscription fees collected in connec. 
tion with the unified regional elections as well as ori it’ 
publications, and consequently, posted a decrease 0° © 

percent over the previous year’s figures. The Sociai 

Party, which made remarkable advances in the election for 
the House of Councilors, increased its membership by 
11,000 over the previous year’s figures, to a figure of 
97,000, by adding a new membership category, ‘affiliate 
member” (a monthly membership fee: 500 yen), and by 
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altering the existing age-based party subscription fee 
system. Although this has contributed to the increase in 
membership, the income from the subscription fees has 
been drastically reduced. Moreover, a decrease in the 
number of copies of the party organ, “Socialist Party 
News,” sold and a zero profit from the fund-raising parties 
(approximately 340 million yen in the previous year), all 
contributed to a 30-percent decrease in overall revenues. 
The party's financial situation is difficult even if the 
Socialist Party currently is enjoying a political “fair wind.” 


The rate of the Democratic Socialist Party's revenue 
increase is second to that of the Liberal Democratic Party, 
because of the increase in contributions from the party's 
political organization, “Seaway Cacao,” and from labor 
unions. Individual contributions, the largest source of 
income for the Democratic Socialist Party, remained at the 
previous year’s level, indicating that growth in this source 
of income has been difficult to achieve. 


Income from fund-raising parties, which has become the 
target of severe criticism as a result of the Recruit Co.'s 
large quantity buying of party tickets, amounted to 8 
billion yen in total, representing a decrease of 1.5 billion 
yen from the previous year's figures (9.55 billion yen) 
which was the highest recorded. However, the number of 
organizations which showed income from fund-raising 
parties in their revenues and expenditure reports 
increased from the previous year’s 135 to 157. This 
reflects the criticisms from the public and the mood of 
self-restraint assumed by the organizations because of 
the Emperor's illness which reduced the number of 
large-scale parties while continuing to give to many 
smaller parties for the purpose of quick fund raising. 


Breakdown of the various Liberal Democratic Party fac- 
tions shows the Abe Faction, which aimed for the “Post 
Takeshita” power, in the top position for the first time in 
2 years, collecting 1.82 billion yen (44.6 percent). The 
Miyazawa Faction, recording the revenue of 1.44 billion 
yen, a decrease of 36.4 percent, has lost its top place and is 
now in second position. The old Nakasone Faction 
recorded | .36 billion yen, an increase of 21.2 percent over 
the previous year’s figures. The Kawamoto Faction, 
recording 964 million yen, showed a growth rate of 18.8 
percent over the previous year's figures. The Takeshita 
Faction could do no better than 832 million yen, less than 
half of the previous year’s revenue amount, as a result of 
the self-restraint adhered to because of Emperor Showa’s 
illness. 


Large contributions from industries and labor unions, 
exceeding 20 million yen, have increased by 5 percent over 
the previous year’s figures, totaling 5.24 billion yen. As was 
the case previously, the three largest contributors were 
banks, construction/real estate, and automobile compa- 
nies; especially noticeable in terms of growth rate were 
pharmaceutical and construction/real estate companies. 
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(unit in 10, yen; denotes decrease) 

Political Party Revenues Comparison with Expenditures Comparison with 

the Previous Year the Previous Year 
Japanese Communist Party 2,627,414 7,185 2,617,307 14,718 
LDP 2,228,405 729,179 1,891,659 390,714 
Komei Party 1,059,158 113,121 1,122,548 11,405 
Japan Socialist Party 474,504 203,065 481,574 185,435 
Democratic Socialist Party 196,979 30,163 186,337 19,314 
Social Democratic Federation 5,638 28 5,760 93 
(Political Fund Raising Organization) 
Association of National Politics (LDP) 1,690,033 711,620 1,318,306 326,238 
Seiwa Kyokai (Democratic socialist Party) 80,411 2,095 48,765 1,846 
(Other Political Organization Ranked in the Upper 25) 
People's Conference for Protection of Free Society 1,091,659 967,194 1,071,659 947,142 
(LDP Friends of the Party Organizations) (Tr)Political 185,175 28,323 231,431 118,933 
Federation of Japanese Dentists and Physicians 
Federation of Japanese Physicians 130,862 6,840 129,262 25,133 
Seiwa-Kai(Abe Faction) 97,001 36,710 95,030 39,477 
Kochi-Kai(Miyazawa Faction) 96,872 $6,322 153,407 44,272 
Kokusai Shoukyou Rengo 93,111 3,667 97,127 4,929 
Keise-Kai(Takeshita Faction) 80,627 47,647 76,5000 46,957 
Japanese Federation of Pharmacists 79,802 42,207 92,867 70,252 
Pharmacists Association of Supporters for Michiko Ishii 78,789 68,638 73,617 66,410 
Association of Supporters for Kayoko Shimizu 68,285 All Increase $3,857 All Increase 
Japanese Federation for Protection of People's Right 67,523 18,523 64,216 13,509 
Research Institute of Policy Science 63,854 48,068 54,397 40,914 
(Old Nakasone Faction) 
Society for Fostering New Japan's Politics and Economics 63,565 12,687 } 51,700 18,806 
(Eitaro Itoyama Group) 
Modern Political Research Meeting 58,603 21,232 94,554 39,151 
(Old Nakasone Faction) 
Association of Supporters for Hiroshi Ishikawa 58,061 all increase $3,857 all increase 
Kayu-Kai (Kawamoto Faction) $5,142 18,607 43,753 11,019 
Bigo-Kai (Miyazawa Faction) 45,993 33,117 48,450 22,348 
Fu’ suka-Kai(NikaidoGroup) 45,594 11,998 15,488 3,533 
Kyushi-Kai (Toshio Yamaguchi Group) 39,802 $,272 38,147 3,725 
Society of New Policy Research (Kawamoto Faction) 38,092 4,051 51,074 9,077 
New Political Survey Society (Old Nakasone Faction) 36,221 42,245 54,546 12,976 
Japanese Federation of Nurses 34,523 2,096 39,860 8,555 
Supporters of Yasumasa Narasaki 33,727 all increase 32,874 all increase 
Political Party 's Association for Fostering New Japan 33,160 29,546 3,453 34 
Sawaryu-Kai (Tatsuo Ozawa Group) 33,055 1,116 33,200 1,728 


Note: (1) The amount less than 10,000 yen was truncated. The revenue does not include the amount brought over from the previous year; (2) The 6 
new organizations which made the top 25 in 1988 are: The Pharmacist Association for Support of Michiko Ishii, The Supporters of Kayoko 
Shimizu, the Research Institute of Policy Science, the Supporters of Hiroshi Ishikawa, the Supporters of Yasumasa Narasaki, and the Society for 


Fostering New Japan's Political Party. 
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¢ Points of Revenue/Expenditure Report of Political 
Funds for 1988 

¢ The total revenue of 172.2 billion yen is the highest in 
history. 

¢ The LDP records a 50-percent revenue gain while the 
Socialist Party shows a 30-percent decline. 

¢ The total revenue of the LDP factions is 6.8 billion 
yen, in the order of Abe, Miyazawa, former Naka- 
sone, Kawomoto, Takeshita factions, and Nikaido 
Group. 

¢ The income from fund-raising parties was 8 billion 
yen, a decrease of 1.5 billion yen, but the number of 
parties given rose by 25 percent 

¢ The bank was ranked as the top business contributor, 
followed by construction/real estate and automobile 
industries. 


* LPD Supplying Election Funds 


41050165 Tokyo SANKEI SHIMBUN in Japanese 
8 Sep 89 p 3—FOR OFFICIAL USE ONLY 


[Excerpts] Although the LDP’s political funds are 
swelling, those raised by each party faction totaled 6.83 
billion yen, a decrease of 14 percent (1.8 billion yen), 
perhaps due to the absence of an important election this 
year. However, those party leaders’ groups which 
received large sums in contributions from the Recruit 
Co. do not show those in their financial reports. The 
situation, if anything, is becoming still more opaque with 
respect to the sources of contributions of less than a 
million yen as no record-keeping is required in connec- 
tion with these donations. The Abe faction was the top 
fund raiser, indicating that, before the period of the 
political turbulence created by the Recruit Scandal, 
Shintaro Abe, the party’s chief secretary at that time, was 
a top leader in the “post Takeshita” period. 


Regarding the “Abe Faction,” real income was 1.8 
billion yen, an increase of 45 percent over the previous 
year’s figures. It has jumped to first place from the third 
place position which it occupied during the previous 
year. The faction party held in July raised a whopping 
900 million yen. 


When the income of the individual political group is 
added to that of the party faction, the total amount in Mr 
Abe’s funds amounts to 1.9 billion yen, a decisive winner 
over others in the field. At that time, he held the 
important post of the party’s chief secretary; in short, he 
was at the very top in terms of both position and money. 
When one considers that in the following year, because 
of the Recruit Scandal and an illness requiring hospital- 
ization, he had to withdraw from the race for the party 
chairmanship, one is struck by the inherent irony of 
these figures. 
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The “Miyazawa Faction” has raised 1.44 billion yen, 
which put them in the second position; however, this 
figure represents a decline of 36 percent over that of the 
previous year at which time this faction was a top fund 
raiser. 


The funds of the forraer Minister of Finance, Kiichi 
Miyazawa, have been drastically reduced to 1.46 billion 
yen, and his ranking also is down to second position 
from that of the first. His failure to become the party 
chairman in the previous year and his name having been 
linked to the Recruit Scandal in its early stages, doubt- 
less, were factors which weakened people's expectations 
and their willingness to contribute. 


However, the faction did raise 700 million yen through 
fund-raising parties, demonstrating its appeal to big 
business. They spent more than 100 million yen for the 
political groups backing the House of Councilors propor- 
tional representation candidates, Yasumasa Narasaki 
(defeated) and Hiroshi Ishikawa (elected). This is an 
indication of how much emphasis they placed upon 
winning the proportional representation seats. 


The “Former Nakasone Faction” has raised 1.36 billion 
yen, an increase of 21 percent over the previous year’s 
figures, which puts them in third place. The income of 
the individual political organization of the former prime 
minister, Yasuhiro Nakasone, declined by 37 percent 
over the previous year’s figures to 820 million yen. No 
mention of the Recruit Company as a contributor was 
made in the report. 


The “Kawamoto Faction” raised 960 million yen, an 
increase of 19 percent over its previous year’s figures, 
and of which 360 million yen came from fund-raising 
parties. Although small, it manages to come up with a 
good supply of funds, and to provide vital energy for the 
birth of the Kaifu government. However, Mr Kaifu did 
not contribute to the faction’s coffers. 


The “Takeshita Faction” was down to 830 million yen, 
registering a decrease of more than 50 percent, and is at 
the lowest of the 5 influential factions. The individual 
income of the former prime minister, Noboru Takeshita, 
590 million yen, is less than one-third of previous 
figures. The principal reason was that he had refrained 
from holding fund-raising parties because of the illness 
of Emperor Showa; another reason might be that, having 
become prime minister, he no longer needed a large 
amount of funds. However, Mr Takeshita had a rollover 
sum of 2.15 billion yen from the previous year, which 
still puts him in the category of being a rich man. 


The Nikaido Group recorded a decrease of 18 percent 
over the previous year, indicating the waning influence 
of the faction within the party. 
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ncome of LDP’s factions 
alt init: 10, 000 yen, percent) 
Takeshita Faction 1988 Comparison with the 
Previous Year 
Keisei-Kai 86,627 244.5 
New Industrial Economic Research Association 23,936 16.4 
Society of Long-Term Policy Discussion 24,863 85.7 
Noboru-Kai 1,060 95.5 
Nagata-cho Political and Economic Survey Association 9,500 90.0 
Kisaragi-Kai 3,869 98.4 
Total 143,857 64.4 
Duplication 60,580 
Net Total 83,277 42.3 
Old Nakasone Faction 
Modern Political Research Association 58,603 73.4 
Sanno Economic Research Association 10,728 74.1 
New Political Survey Association 36,221 46.2 
Policy Science Research Institute 63,853 404.5 
Creative Culture Research Association 7,503 113.2 
Total 176,909 90.6 
Duplications 40,740 
Net Total 136,169 121.2 
Abe Faction 
Seiwa-Kai 97,001 160.9 
Kato-Kai 3,963 131.7 
Kyushu/Yamaguchi Political and Economic Research Association 9,088 113.5 
Shintaro-Kai 26,933 116.9 
Shinyu-Kai 4,961 81.9 
Shinwa-Kai 10,998 96.7 
Yamaguchi Shinyu-Kai 3,332 113.9 
Ryokushin-Kai 26,125 1369.7 
Kansai Shinwa-Kai 1,811 127.8 
Shinko-Kai 2,691 70.7 
total 190,808 153.1 
Duplication 10,578 
Net Total 144.6 
Miyazawa Faction 
Kochi-Kai 96,872 63.2 
New Financial Administration Research Association 3,638 26.8 
Bingo-Kai 45,993 58.1 
Midori-Kai 10,830 57.5 
Murasagi-Kai 8,442 54.1 
Hirakawa-Kai 1,694 110.2 
Current Problems Discussion Group 1,070 38.0 
Total 168,542 59.2 
Duplication 24,500 
Net Total 96,419 118.8 
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I of LDP’s factions 
(unit: 10,000 yen, percent) (Continued) 
Takeshita Faction 1988 Comparison with the 
Previous Year 
Kawamoto Faction 
Eichi-Kai (1,360 (96.5) 
Koyu-Kai $5,142 150.9 
International Politico-Economic Research Institute 14,472 118.8 
New Politico-Economic Research Association 3,556 75.1 
New Policy Research Association 38,092 90.4 
Seiei-Kai 2,433 79.6 
Total 113,696 115.2 
Duplication 17,277 
Total 113,696 115.2 
Duplication 17,277 
Net Total 96,419 118.8 
Nikaido Group 
Etsuzan-Kai 13,897 66.2 
Financial Survey Association 1,000 50.0 
7-Day Society 98 25.3 
Kansai Public Finance Economy Research Association 696 41.2 
Group 21 179 $6.2 
Takeyama-Kai 19,711 22.9 
Futsuka-Kai 45,594 135.7 
Total 81,177 55.9 
Duplication 38,400 
Net Total 42,777 82.3 


Note: (1)The amount carried over from the previous year is not included. 


(2)The amounts shown in parentheses are excluded from the total because they are contributed to other political organizations. 
(3) The amounts exchanged among the organizations within the factions are shown as duplication and are subtracted from the totals, thus 


obtaining the net totals shown. 


Because of the failure of the former new leaders impli- 
cated in the Recruit Scandal, the LDP’s new able politi- 
cians begin to receive attention; these people are making 
every effort to raise funds as a necessary part of the 
preparation for their political futures. 


Topmost among them is Toshio Yamaguchi who main- 
tained the first position in 1987 and 1988. He raised 520 
million yen, including an income of 190 million yen derived 
from fund-raising parties. Althogh his revenues decreased in 
1988, still he was ahead by a margin of 50 million yen of 
Kiro Mori, who was ranked second in fund raising. 


Mr Yamaguchi’s way of spending the raised funds also is 
unique. He is donating as much as 100,000 yen to parties 
given by Diet members belonging to other factions, as 
well as by those of opposition parties, such as the 
Socialist Party and Social Democretic Federation. His 
nickname, “Ushiwakamaru of the Political World,” cre- 
ates a vivid image of his bold political approach. 


In spite of a meager 5 percent increase in the total 
amount of income produced by the newly rising party 


politicians, as shown in the table, Mr Mori raised some 
452 million yen, an increase of 20 percent. Although a 
payment (50 million yen for 1987) made to the Abe 
Faction, to which he belongs, does not appear in the 
1988 report, he has been generous to the faction’s young 
Diet members, making a gift of 1 million yen to each of 
them at Bon (July) and at the end of the year, and buying 
party tickets at a million yen per ticket. This would 
indicate that he is attempting to solidify his own political 
base within the faction in preparation for the upcoming 
battle for succession in the Abe Faction. Ryutaro Hash- 
imoto (currently Minister of Finance), who is so enor- 
mously popular that people both within and outside the 
party had urged him to run for the LDP chairmanship, 
raised 430 million yen, an increase of 21 percent over the 
previous year’s figures, which puts him in third place. 


He appears to be placing more importance on factions 
other than his own Takeshita Faction, and noticeably is 
paying a great deal of attention to the younger members of 
other factions by purchasing party tickets. It was this kind 
of behavior, perhaps, which lead to his “unpopularity” 
within the faction. 
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On the other hand, the amount of 56 million yen, raised 
by Mr Ichiro Ozawa (the party’s chief secretary) in the 
Takeshita Faction, regarded as Mr Hashimto’s top rival, 
was surprisingly small, although it represents an increase 
of 10 million yen over the 1987 figures. Unlike Mr 
Hashimoto, however, he distributed over 60 percent of 
the money among the faction’s Diet members. 


Mr Masaru Haneda, whose name had come up as a possible 
candidate for the party chairmanship, established 2 political 
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Organizations and raised some 193 million yen, an increase 
of 82 percent over the previous year’s figures, thus far the 
highest growth rate achieved. 


Mr Youhei Kawano raised 390 yen, an increase of 14 
percent, which placed him in fifth position. He made a 
payment of 8 million yen to the Miyazawa Faction, to 
which he belongs. 


His faction rival, Mr Koichi Kato, made a payment of 30 
million yen to the faction in 1987; no amount is listed in 
the 1988 statement. 


Financial Ca 


(The number printed next to each Diet mem 


bility of Up-and-Coming P 


Members 


rs’s age denotes the the number of times he was 


elected to the Diet; the monetary unit, 10,000 yen) 
Names 1986 1987 1988 
Toshio Yamaguchi(age 45; 8 times; Old Nakasone Faction) 35,627 54,844 $0,221 
Kiro Mori(age 52; 7 times; Abe Faction) 46,549 37,665 45,268 
Ryutaro Hashimoto(age 52; 9 times; Takeshita Faction) 53,548 35,562 43,160 
Mutsuki Kato(age 63; 8 times; Abe Faction) 31,055 44,330 37,901 
Yohei Kawano(age 52; 8 times; Miyazawa Faction) 21,595 27,117 30,902 
Hiroshi Sanzuka(age 62; 6 times, Abe Faction) 18,484 15,560 21,244 
Osamu Haneda(age 54; 7 times; Takeshita Faction) 15,892 10,630 19,362 
Keizo Kosoku(age 52; 9 times; Takeshita Faction) 33,588 23,740 18,584 
Genichi Kato(age 50; 6 times; Miyazawa Faction) 13,224 15,397 16,946 
Shojuro Shiokawa(age 67; 8 times; Abe Faction) 12,176 13,027 7,371 
Ichiro Ozawa(age 47; 7 times; Takeshita Faction) 3,897 4,521 5,620 
The income Trom polilicians Tund-raising parties, which have been sirongly criticized as "easy money makers," has declined for the Mirai time, according 


to the report of income/expenditure of political funds published on September 7. The amount of decrease over the previous year's figures was 
approximately 1.5 billion yen. However, this is mainly due to self-restraint and to postponements caused by Emperor Showa's illness; and the number 
of parties which raised more than 100 million yen exceeded 15, indicating their continuing attraction to politicians. 


The biggest money raiser was LDP Abe Faction (Seiwa 
Kai)’s “A Gathering for the Creation of Tomorrow’s 
Japan” (July 1988), which collected approximately 900 
million yen. The net profit, after deduction of expenses, 
was 890 million yen. Other noticeably big-profit parties, 
demonstrating the LDP Factions’ ability to sell tickets 
were: the Miyaza Faction (Kochi-Kai)’s “A Meeting for a 
Conversation with Kochi-Kai” (April; the amount col- 
lected, approximately 700 million yen); and the Old 
Nakasone Faction’s (Policy Science Research Institute) 
““A Gathering To Discuss Japan’s Future’’ (April; 
amount collected, 573 million yen). 


Among the parties given by individuals, the one given by 
the LDP’s Mr Eitaro Itoyama in January brought in 412 
million yen, far ahead of all the others. 


Concerning these political fund-raising parties, a bill for 
revision of the political funds regulatory law incorpo- 
rates new regulations; however, as long as these parties 
remain as the best means of raising a large sum of money 
quickly, it is doubtful whether the new law will be 
effective in actual practice. 


Top 20 = which have the largest party income 


Unit : 10,000 yen) 
Political Organizations Income Expenses Profit 
Seiwa-Kai(Abe Faction) 90,017 6,909 83,108 
Kochi-Kai (Miyazawa Faction) 70,141 6,636 63,504 
Institute of Policy Science Research (Old Nakasone Faction) $7,269 3,799 53,469 
Shin Nippon Seikei Ikusei Kai (Eitaro Itoyama Group) 41,225 2,779 28,445 
Association of New Policy Research (Kawamoto Faction) 35,715 2,626 33,086 
Ryushi Kai (Toshio Yamaguchi Group) 19,754 2,601 17,152 
Society of New Political and Economic Research (Toshiki Kaifu Group) 17,607 4,046 13,561 
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T 20 Organizati hich have the largest party i 
” Unit : 10,000 yen) (Continued) — 


Political Organizations Income Expenses Profit 
Supporters of Shohei Inoue 14,830 1,750 13,080 
Takeyama-Kai (Susumu Nikaido Group) 13,000 1,257 11,742 
Democratic Socialist Party 11,535 2,754 8,780 
Sennen-Kai(Eiichi Watanabe Group) 11,514 3,050 8,305 
Supporters of Toshihiko Yano 11,320 3,014 8,305 
Showa-Kai (Eitaro Itoyama Group) 10,932 0 10,932 
Suifu Political and Economic Research Association (Shunpei Tsukahara 10,370 1,034 9,336 
Group) 

Foreign and Domestic Political and Economic Research Association 10,343 2,634 7,708 
(Sosuke Uno Group) 

Minyu-Kai (Shigetami Sunada Group) 9,480 4,447 5,032 
Ariake Development Research Association (Masaru Urata Group) 9,473 2,618 6,855 
Buko-Kai (Takeshi Maeda Group) 8,818 2,859 5,959 
Toi-Kai (Isho Tanabe Group) 8,439 2,242 6,197 
Koyu-Kai (Ko Fukida Group) 8,062 1,898 6,163 


Note: Any fractional amount of less than 10,000 yen was truncated; hence, profits are not necessarily the differences between incomes and expendi- 
tures. Zero expenditure is the result of co-sponsorship of events with other organizations. 


One of the things revealed by the 1988 report on reve- 
nues and expenditures in connection with political 
funding is that the candidates’ organizations and fac- 
tions have spent a huge amount of money in order to 
gain party members and supporters with the view to 
placing their names on the LDP’s upper ranking list for 
the House of Councilor proportional representation elec- 
tion. Among the upper ranking organizations with sub- 
stantial revenues, those which did not come up with 
names of candidates in the previous year now have 
appeared for the first time along with the large factions’ 
political organization. 


The “Pharmacist Supporters of Michiko Ishii” of the 
Michiko Ishii (Miyazawa Faction, elected twice) Group, 
which raised 780 million yen, an increase of 680 million 
yen over the previous year’s figures, is ranked ninth 
among the political organizations, not including political 
party and politician funding organizations. Almost all of 
this amount represents an income from contributions of 
the Japanese Federation of Pharmacists. The same fac- 
tion’s newcomer, the Hiroshi Ishikawa Group’s ‘‘Sup- 
porters of Hiroshi Ishikawa,” has raised a total of 580 
million yen, which includes contributions in the amount 
of 370 million yen received mainly from the agriculture, 
forestry, and fishing industry organizations, financial aid 
amounting to 100 million yen from the faction, a loan, 
and further income from fund- iising parties. Yasumasa 
Narasaki, a newcomer from the same faction, has raised 
330 million yen through the “Supporters of Yasumasa 


Narasaki.”” Of this amount, aid from the faction 
amounted to 130 million yen and income from parties to 
50 million yen. 


The Japanese Federation of Dentists and Physicians, 
which provided a political springboard for Sanjin 
Kogure, has raised a total of 1.85 billion yen, nearly 
twice as much as the Seiwa-Kai (Abe Faction) and the 
Kochi-Kai (Miyazawa Faction). Practically all income of 
the “Central Supporters of Sanjin Kogure,” amounting 
to 280 million yen, is derived from contributions of the 
federation. 


Kayoko Shimizu (Abe Faction) which is placed at the top 
of the listing, has raised 680 million yen through the 
“Supporters of Kayoko Shimizu,” which receives aid 
from the Japanese Federation of Nursing. 


The number of party members whom these five had 
signed up in their behalf and their respective ranking on 
the list are as shown in the above table. Mr Ishii, the top 
fund raiser, occupies the | 2th position in the listing. Mr 
Narasaki, who gained 38,000 members but whose 
ranking suffered from the split in the Gunon Ren which 
gave him his initial support, was ranked too low to win. 
This turn of events would appear to indicate that rather 
than money or gains in party membership, the measures 
chosen for dealing with the Socialist Party’s Madonna 
whirlwind and the power cf the various factions had the 
final say. 
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Proportional Representation Candidate for the House of Councilors, Su 
Emerged as Upper Ranked Organizations in Terms of Revenues 


rted by the Political Qrenaizations Which 
Expenditures of their Political Funds 


Candidates Principal Supporters Income Number of Party Ranking in Elected/ 
(Political Organizations) (10,000 yen unit) Members Secured Register Defeated 
Michiko Ishii Pharmacist Supporters of Michiko Ishii 78789 180,000 12 elected 
Kayoko Shimizu Supporter of Kayoko Shimi. - 68285 250,000 1 elected 
Hiroshi Ishikawa Supporters of Hiroshi Ishikawa 580671 310,000 6 elected 
Yasumasa Narasaki Supporters of Yasumasa Narasaki 33727 380,000 18 defeated 
Sanjin Kogure Central Supporters of Sanjin Kogure 28060 420,000 11 elected 


* Incomes designated here apply to the principal supporters (political organization)’s incomes. 


* Businesses Ranked in Contributions 


41050165 Tokyo SANKEI SHIMBUN in Japanese 
8 Sept 89 p 8—FOR OFFICIAL USE ONLY 


[Excerpts] The corporations (businesses, organizations, 
labor unions) which made a large contribution, 
exceeding 10 million yen during 1988, numbered 117, an 
increase of 8 over the previous year’s figures. The total 
amount contributed was 5.248 billion yen, an increase of 
50 percent over the previous year’s figures. Because of 
the increase in income derived from fund-raising parties, 
business contributions decreased by 11.1 percent in 1987 
in comparison with the previous year’s figures. The 
reason this trend turned around in 1988 was the House 
of Councilors Election held in July ar% the illness of 
Emperor Showa which caused politicians to refrain from 
giving parties. 


When classified by types of business, the top contribu- 
tors were the banks, which gave 1.512 billion yen. Of the 
20 top contributors, 12 of them were banks, and their 
presence as one kind of organization decisively over- 
whelmed all other businesses. Construction and real 
estate, which contributed 486 million yen, is in second 
place, followed by the automobile industry with 423 
million yen, and by the steel and metal industries with 
377 million yen. Replacing the steel and metal indus- 
tries, which regularly had been in the top 3, was the 
automobile industry jumping to third place in the pre- 
vious year, and maintaining that position in this year 
also. Together with the banking and construction/real 
estate businesses, it has been anchored in the top three 
places. 


Moreover, fifth place goes to the insurance businesses 
and seventh to securities companies, both businesses 
thus jumping one place upward. However, the security 
bsuinesses, which gathered a great deal of attention 
during investigation of the Recruit Scandal, has 
decreased its contributions by 1.7 percent, due, perhaps, 
to their concern over people’s distrust of stocks. 


When examined in terms of growth rate, one finds that 
those which increased their contributions over previous 
year’s figures are pharmaceutical companies with 14.1 
percent, construction/real estate companies with 13.4 
percent, and the banking industry with 5.6 percent; it 
appears that the labor unions’ substantial increase of 


64.9 percent was a means of preparation for the 1989 
election of the House of Councilors. Those which 
recorded decreases are the shipping industry with 16.9 
percent, commercial firms with 15 percent, and the 
electric/communication industries with 7 percent. 


The fact that the total amount of income and the 
expenditures with respect to political funds reached their 
highest in history was commented upon (by Rokuro 
Ishikawa, chairman Nissho-Kai) as follows: ‘Ever since 
the Recruit Scandal, people are becoming extremely 
critical of the financial world; in spite of their unsparing 
watch over developments, political funds have swelled to 
this extent. When we think of the ins and outs of the 
funds which do not surface, I feel very strongly that some 
sort of braking device is necessary.” Thus, he demands 
that decisive action be taken on fundamental political 
reform once again. 


Although incomes from fund-raising parties have been 
reduced compared with the previous year, the consensus 
of opinion is that they are “‘still too much”’ (Eiji Suzuki, 
a member of the Japan Federation of Employers’ Asso- 
ciation). Moreover, as indicated in Suzuki’s statement, 
“abnormally large money-collection parties do more 
damage than good to the industry,” and the political 
parties are generating backlash. 


As for the concrete measures for achieving success in 
politics which do not require a great deal of money, Mr 
Ishikawa suggests: (1) reform of the electoral system, 
which includes introduction of the smaller electoral 
district system; and (2) severely restricting politicians’ 
expenditures for ceremonial occasions such as mar- 
riages, funerals, etc. 


As a means of making the ways in which political funds 
are handled more transparent than at present, Eishiro 
Saito, Chairman of the Feceration of Economic Organi- 
zations, states, ““With respect to business contributions, 
emphasis should be shifted to contributions to political 
parties (not to individual politicians) which +o through 
such organizations as the People’s Political Association. 
He urges raising the upper limit on business contribu- 
tions to associations established under the Political 
Funding Regulatory Law. 
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(monetary unit; £0,000 yen) Breakdown of Contribution Receipionts 
(monetary unit : yen bution 
Organizations Total Amount of People's Kyowa Last 
Contributions Political Association Year's 
Association (Democratic Ranking 
(LDP) Socialist Party) 
(Types of Business Organizations) 
(1)Petroleum Association of Japan 9,700 9,100 600 | 
(2apan Automobile Manufacturers Association, Inc. 9,500 8,500 1,000 5 
(3)Association of Regular Tokyo Stock Exchange Members 9,200 5,910 3,290 l 
(4)National Association of Sogo Bank 8,000 7,000 1,000 4 
(5)Real Estate Association 7,525 7,000 525 5 
(6)Association of Petroleum Chemistry Industry 7,000 6,500 500 9 
(7apan Steel Association 6,800 6,000 800 6 
(8)Daiwa Stock Exchange Regular Member Association 6,110 5,345 765 K 
(9)\Japan Synthetic Fiber Association 6,000 5,000 1,000 10 
(10)Steel Material Club 5,800 5,000 800 6 
(11)Cement Association 5,000 4,000 1,000 1 
(1 })Association of Japanese Electric Machinery Industry 5,000 5,000 1 
(13)National Association of Shinkin Basnks 4,000 3,500 500 i 
Meisho Regular Member Association 3,237 2,992 245 14 
Plate Glass Association 3,011 2,800 211 16 
(Businesses and Industries) 
(1)Mitsubishi Bank 7,940 7,361 579 9 
(2)Sumitomo Bank 7,740 7,161 579 | 
(2)Fuji Bank 7,740 7,161 579 3 
(2)Daiichi Kangyo Bank 7,740 7,161 579 2 
(2)Sanwa Bank 7,740 7,161 79 3 
(6)The Industrial Bank of Japan 7,695 7,119 576 5 
(6)The Long Term Credit Bank of Japan 7,695 7,119 576 6 
(8)Bank of Tokyo 7,604 7,035 569 8 
(9)Tokai Bank 7,491 6,930 561 10 
(9)Mitsu: Bank 7,491 6,930 561 11 
(11)The Nippon Credit Bank 6,946 6,426 $20 14 
(12)Mitsubishi Corporation 6,900 6,680 220 7 
(13)Taiyo Kobe Bank 6,878 6,363 515 12 
(14)Daiwa Bank 6,583 6,090 493 19 
(1 5)Kyowa Bank 5,902 5,460 442 31 
(16)Nippon Steel Corporation 5,850 5,550 350 23 
(17)Saitama Bank 5,710 5,301 409 24 
(18)Mitsui & Co. 5,645 5,545 100 17 
(19)Tokyo Marine Fire Insurance 5,616 5,456 160 18 
(20)Matsushita Electric Industria! Co. 5,500 5,000 500 13 
(21)Toyota Motors : 5,310 4,500 810 26 
(22)Hitachi, Ltd. 5,300 5,000 300 25 
(23)Dai-ichi Mutual Life Insurance 5,299 4,958 340 29 
(24)Nippon Life Insurance 5,288 5,274 14 22 
(25)Toshiba 5,160 4,800 360 27 
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— : yen A o"Rocelplents (Continued) 
Organizations Total Amount of People's Kyowa Last 
Contributions Political Association Year's 
Association (Democratic Ranking 
(LDP) Socialist Party) 
(26)Mitsubishi Heavy Industries 5,152 4,332 820 15 
(27)Kashima Construction 5,115 4,321 355 26 
(28)Nissan Motors 5,100 4,640 460 »” 
(29)Hokkaido Takushoku Bank 5,039 4,662 377 % 
(30)Honda Motor 4,990 4,220 770 LP 
(31)Mitsubishi Motors 4,980 4,240 740 33 
(32)C. Itoh 4,920 4,820 100 20 
(33)Sumitomo Life Insurance 4,870 4,557 313 44 
(34)Marubeni 4,820 4,820 21 
(35)Kawasaki Steel 4,818 4,518 300 7 
(36)Sumitomo Metal Industries 4,800 4,500 300 % 
(36)Kobe Steel 4,800 4,500 300 at | 
(36)NKK 4,800 4,500 300 % 
(39)Daikyo 4,500 3,500 1,000 
(40)Mitsubishi Electric 4,351 4,091 260 16 
(41)Takeda Chemical Industries 4,327 4,108 219 53 
(42)Kinki Nippon Railway 4,243 4,043 200 42 
(43NEC 4,185 3,910 275 219 
(44)Mazuda Mortor Corp. 4,180 3,440 740 47 
(45)Kirin Brewery 4,170 3,920 250 54 
(46)Sumitomo Corp. 4,043 3,930 113 35 
(47)Meiji Life Insurance 3,988 3,783 204 45 
(46)Mitsubishi Trust Bank 3,847 3,626 221 46 
(49)Fujitsu 3,800 3,600 200 44 
(50)Kumagai Gumi Co. 3,737 3,392 345 60 
(51)Sumitomo Trust Bank 3,727 3,506 221 49 
(51)Yasuda Trust Bank 3,727 3,506 221 49 
(51)Mitsui Trust Bank 3,727 3,506 221 49 
(52)Nomura Securities 3,704 3,704 48 
(55)Yasuda Fire Marine Insurance 3,626 3,626 43 
(56)Isuzu Motors 3,300 2,810 490 56 
(57)Toyo Trust Bank 3,292 3,098 194 57 
(58)Nissho Iwai 3,180 3,080 100 $2 
(59)Daisei Construction 3,069 2,612 345 59 
General Council of Japanese Trade Union 10,000—Socialist Party 
Zensen Lrague 6,452—Democratic socialist Party and others 
Federation of Japan Automobile Industry Lahbor Unions 3,148—Democrative Socialist Party 
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* Old Nakasone Faction Depends on Watanabe 
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[Text] Developing Strategies in Anticipation of a 
December Election 


The Nakasone faction of the Liberal Democratic Party 
(LDP) is hoping to tighten its control of the “post-Kaifu" 
party, with Watanabe, former chairman of the Political 
Research Committee, as a central figure. In this effort, 
they are focusing attention on dissolving the Diet, and 
anticipating a new election in December. Therefore, 
beginning next month, Watanabe and key leaders will 
begin a campaign tour throughout Japan. The party 
which has been exposed to the “strong wind of change” 
since the Recruit scandal is finally organizing to counter 
election issues. 


The Recruit scandal hurt the party a great deal. Prose- 
cution of Fujinami, a former chief cabinet secretary who 
was once considered to be one of Nakasone's successors; 
the testimony made in the Diet by Nakasone, the former 
prime minister, and judgment that Watanabe was 
involved in the scandal conditioned the party to be a 
great deal more cautious. 


In spite of all the negatives, there have been some bright 
aspects for this faction, as seen in the gains in important 
posts in the cabinet, i.e. in the minister of international 
trade and industry and the minister of transportation, 
and the three major posts in the LDP. 


These gains enabled Mr Watanabe to be appointed to the 
post of the deputy party chairman, a decision which had 
been pending until that time. The majority of the party 
have also come to believe that “the shift of Watanabe's 
power is already an established fact," (Deputy Secretary 
General Yamaguchi). 


When examining the tightness of Mr Watanabe's grip on 
the party, it seems that he is not in total control as of yet. 
The greatest problem is that he is the sponsor and is in a 
leadership position of a political group called ‘“‘Onchi- 
kai,"’ whose positions cut across party lines. Therefore, 
there is even a view that “this group may absorb the 
Nakasone faction,” (staff member). Furthermore, there 
are representatives who are Mr Watanabe's rivals and 
are close to Mr Fujinami. Some people express the 
opinion that “if you become a member of the Watanabe 
faction, it will not be difficult to win over the party. 
Actually, the vice chairman of national issues, Mr Eitaro 
Itoyama, says openly, "I have admired Nakasone and 
Fujinami. When these two are gone, however, I have no 
reason to remain in the party.“ Power relationships 
within the party are changing beginning with 
Yamaguchi's position as acting secretary general. 
Yamaguchi is after the post of Secretary General Mor- 
ishita who has already expressed his plan to retire after 
the next election. He has attended every party meeting in 
helping to create the Kaifu administration, exerted 
power in establishing the cabinet, and ambitiously 
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helped his faction in its move for power in a post- 
Watanabe era, The fact that Mr Yamaguchi moved to 
the party from the New Liberal Club 3 years ago and that 
he was close to former Chief Secretary Abe made some 
members of the party uneasy, and this sentiment was 
unhesitatingly expressed by them. 


Furthermore, even though he has left the party, former 
Prime Minister Nakasone’s influence cannot be ignored. 
In order to create the Kaifu administration, Nakasone 
communicated frequently with the former Prime Min- 
ister Takeshita. In spite of strong opposition from other 
factions, Nakasone was able to secure the post of general 
chairman of the Executive Council for Karasawa, and 
made an effort to secure posts in the Ministries of 
International Trade and Industry and of Transportation 
for his favorites. 


In spite of these internal conditions of the party, the 
Opinion is widespread that “there is no other way for the 
party to survive but to support Watanabe” (a young Diet 
member). This is expressed by young representatives. 
This proves that in reality there is no one who can 
replace Watanabe. 


A key point, however, is that unless Watanabe, who is 
after Kaifu'’s position, receives “purification” by the 
electorate, he will not succeed. ‘“‘Mr Watanabe's speech, 
while attempting to sound sincere, may appear to be 
defiant to the general public; this is another cause of 
worry,’’ people around Watanabe fear. Inside the party, 
due to the strongly held view for dissolving the cabinet 
this year, there are plans to go all out to win the election. 
It is believed that “even if 20 percent of the currently 
held seats are lost, if the current ratio with other parties 
is maintained, the power structure will not change,” 
(Secretary General Morishita). The party plans to keep 
“dropouts” to a minimum by carefully preparing candi- 
dates who came very ciose to winning in the last election 
(1988). 


LDP Policy on DPRK Ties Said ‘Unfortunate’ 


OW 1611013289 Tokyo ASAHI EVENING NEWS 
in English 14 Nov 89—FOR OFFICIAL USE ONLY 


[Point of View” column by Tatsuro Iwamura, ASAHI 
SHIMBUN associate political editor: “Japan's N. 
Korean Diplomacy—Lack of a Practical Policy Mars 
Relationship”) 


[Text] During the rapid political and economic reforms 
now under way in East Europe, North Korean President 
Kim Il-song made an unofficial visit to Beijing. The 
purpose of Kim's visit was not clear, although one likely 
topic could have been how to prevent South Korea from 
becoming a member nation of the United Nations. 
Secret talks between the leaders of the two communist 
nations have triggered speculation, as Beijing and 
Pyongyang, both stalwart adherents to classical commu- 
nist causes, are politically and economically stagnant, 
and becoming increasingly isolated in the international 
community. 
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This is in contrast to the situation in the Soviet Union 
and East European nations which are now experiencing a 
changing face in communism. 


Pyongyang's concern over its international isolation 
became clear when Kim's close aids were quoted as 
telling visiting American Prof Gaston Sigur, from 
George Washington University's Sino-Soviet Institute, 
that North Korea was fully aware of the sweeping 
changes affecting current world politics. Prof Sigur, who 
once served as assistant secretary of state in charge of 
East Asia and the Pacific regions, carried White House 
messages, which were intended, it is believed, to improve 
bilateral relations between the United States and North 
Korea. On his return trip, the professor stopped over in 
Tokyo, where he reportedly stressed the importance of 
pulling North Korea out of its seclusion. He believed 
that building the high walls of an insular fortress may 
only drive the country to terrorism, causing a new threat 
to the world. 


Despite such currents, however, Japan has failed to 
move toward normalizing relations with North Korea. It 
is not only a great loss to Japan, but it is also unfortunate 
for the sake of all other Western nations. Considering the 
positive regard for North Korea shown by the Takeshita 
cabinet and the negative attitude of the Kaifu cabinet, it 
is clear that Japan's North Korean diplomacy strongly 
reflects changing Diet policies, as well as the politics of 
change of the government and the ruling Liberal- 
Democratic Party [LDP]. 


This past May, the LDP, led by then Prime Minister 
Noboru Takeshita, adopted a policy to send its first 
official mission to Pyongyang. Former Foreign Minister 
Masayoshi Ito, the leader of the Asia-Africa Study 
Group, formed by LDP soft-liners, was appointed to 
head the mission. Although originally scheduled for 
September, it had to be postponed several times due to a 
series of domestic political changes, such as the major 
defeat of the LDP in the July upper house election, the 
subsequent resignation of Prime Minister Sosuke Uno 
and the installation of the new Kaifu cabinet. These were 
followed in October by the issue of improper political 
donations, wherein Japanese politicians were accused of 
accepting political donations from the pachinko 
industry. The issue gripped the attention of the Diet for 
some time, once more delaying the dispatch of the 
scheduled North Korean mission. 


In an unfolding story concerning the pachinko industry, 
the LDP learned that the total sum receive by its 
members was more than 10 times that received by the 
JSP [Japanese Socialist Party] members. The LDP was 
quick to shift the focus of the probe from the substantial 
political donations to the JSP, in violation of Japan's 
Political Funds Control Law which bars political contri- 
butions by foreign organizations, to donations from the 
pro-Pyongyang General Association of Korean Resi- 
dents in Japan (Chongnyon) to JSP Diet members. 
Accordingly, the LDP waged an offensive against the JSP 
in the extraordinary Diet session. The LDP nevertheless 
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judged that the attack on the JSP's alleged illegal accep- 
tance of political donations from non-Japanese organi- 
zations might become a double-edge sword with which it 
could cut its own throat because the LDP also received 
donations from South Korean nationals living in Japan. 


The LDP hoped to damage the JSP without being 
smeared with its blood. To carry out its intention, the 
pro-Pyongyang association needed to be characterized as 
a dangerous organization that threatens Japanese 
society. The downing of a South Korean jetliner and the 
Rangoon incident were repeatedly recalled as the best 
way to portray a threatening image on North Korea 
which backs Chongnyon. The government's replies to 
questions by LDP members were made in line with LDP 
tactics, as exemplified by a Public Security Investigation 
Agency official who said that Chongnyon as an organi- 
zation poses a danger to Japan's security. 


The cancellation by the North Korean Government, 
earlier this month, of the scheduled acceptance of an 
LDP mission could well be expected, given such stiff- 
ened Japanese attitudes. 


Most regrettable is that no consideration seems to have 
been given to the possible negative impact that the 
LDP’s JSP bashing might have on Japan's sensitive ties 
with North Korea. A diplomatic perspective was totally 
absent. The LDP seemed obsessed with ideas to prevent 
a possible recurrence of the JSP’s victory in the lower 
house election and to sway Diet deliberations away from 
the opposition-supported anti-consumption tax bill. 


Such self-centered political maneuvering has led to the 
loss of a chance to introduce a new phase to the bilateral 
situation in the light of the easing of East-West tensions 
at an international level. 


But, when it is recalled that, back in May, Takeshita was 
acting upon a JSP suggestion when he decided to send an 
LDP mission to North Korea, in a bid to diminish JSP 
demands for a thorough investigation into the Recruit 
affair, one might well imagine that the LDP’s North 
Korean mission will end in failure. 


* Speculation on Design of ‘Turnaround Diet’ 


902B0015 Tokyo MAINICHI SHIMBUN in Japanese 
26-29 Sep 89—FOR OFFICIAL USE ONLY 


[Serialized article by MAINICHI Political Section 
reporters Kazuaki Kondo, Takeshi Nishiyama, Taday- 
oshi Nagata, and Kichinobu Odawara] 


[26 Sep 89 p 1, by Kazuaki Kondo] 


[Text] First Experience; Ruling and Opposition Parties 
Uneasy; Main Battleground Is Upper House 


The 116th extraordinary Diet session will be called to 
order on the 28th. The curtain will open on the scene of 
the first all-out debates since the Liberal Democratic 
Party [LDP] suffered a historic defeat in the July upper 
house elections and the ratio of ruling and opposition 


FOR OFFICIAL USE ONLY 


FOR OFFICIAL USE ONLY 


FBIS-EAS-89-226 
27 November 1989 


party strengths was reversed. Will the main focus be on 
whether the consumption tax will be “withdrawn” or 
“given a second look’? And then can the LDP and the 
Kaifu cabinet—which suddenly came onto the scene 
with the successive resignations of the Takeshita and 
Uno cabinets—effect “political reform” and ride out the 
worst crisis since the party was formed? Can the oppo- 
sition parties, with their eyes on a long-sought “coalition 
regime,’ pull together and effect changes in political 
currents that have been revealed in the upper house 
elections? With the chances stirring, too, for early lower 
house dissolution and general elections, and keeping in 
mind the complex situation and intentions in the ruling 
and opposition parties, we have groped to come to an 
understanding of the “‘design”’ of this Diet session facing 
a crucial moment. 


Former Prime Minister Takeshita and former LDP 
Chief Secretary Abe both have villas at the foot of Mount 
Fuji near Lake Kawaguchi in Yamanashi Prefecture, less 
than 10 minutes apart by car. This summer in particular, 
both men took “Lake Kawaguchi vacations” as peni- 
tence for the Recruit incident; and Mr Abe went as many 
as four times to Mr Takeshita’s villa for closed meetings 
with him. The subject naturally was the political situa- 
tion. 


“If the opposition parties’ bill to abolish the consump- 
tion tax passes the upper house, and even if we can crush 
it in the lower house, how will the mass media write it 
up? How telling will the (LDP’s) impact be? Would our 
dissolving the lower house lead to our good faith being 
questioned?”’ Even Mr Takeshita brooded over Mr Abe’s 
words. 


The opposition parties, taking advantage of their 
momentum, will present a bill at the outset of the Diet 
session to abolish the consumption tax and will push for 
a confrontation. In the prime ministerial nominating 
election right after the upper house elections, the nomi- 
nations of the lower house for ‘“‘Kaifu”’ and of the upper 
house for “Doi” were at odds; and for the first time in 41 
years a joint session of both houses was held, deciding in 
a mere 5 minutes on “Kaifu’’ under the Constitution’s 
“lower house priority rule” in cases of no consensus. 
However, now under the public’s close scrutiny, if the 
consumption tax abolition bill were to pass the upper 
house in line with the “public will” in the July elections, 
it will not end the matter if it fails to pass the lower house 
due to the overwhelming LDP majority there. And yet, a 
bill for a new look that would satisfy the public is not 
immediately possible. “If we then proceeded to rush into 
general elections...” 


One part of the Abe-Takeshita talks really showed the 
government-LDP’s uneasiness and irritation. On the 
“main battleground,” the upper house, a quorum is 252. 
The LDP has 108 seats. The standing and special com- 
mittees all will be controlled by opposition-party major- 
ities. At the meeting of officers of the upper house 
steering committee on the 21st, the Socialist, Komeito 
[Clean Government Party], Democratic Socialist and 
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Rengo [National Confederation of Trade Unions] 
together called for setting up a special committee for 
“concerted deliberation” of the consumption tax aboli- 
tion bill. The LDP demanded “‘careful deliberation” by 
the finance and local administration committees. 


A Communist Party official said ironically, “What the 
LDP is saying now is just what the opposition parties 
had said in last year's ‘consumption tax’ Diet session. 
Deliberations on the abolition bill will see LDP members 
as interpellators and opposition party members as 
responders. 


The LDP has made up a list of 30 persons as prospective 
interpellators, by theme, and has already held study 
sessions 8 times. Together with the Finance Ministry, 
they are busying themselves with drawing up questions 
to take advantage of any unpreparedness in explanations 
or any disarray among the opposition parties. Yet, the 
LDP is taking the hard line that under national Diet law 
it will not recognize response aides such as government 
committee members in debate on bills by Diet members. 
Opposition Diet members who are to give explanations 
are very earnest: “My dreams are all about the consump- 
tion tax,” (Mr Wataru Kubo, Socialist). “Even while 
eating, | am constantly going over the data,”’ (Mr Akinori 
Mineyama, Komeito). Recently, a Finance Ministry offi- 
cial came to this Mr Mineyama and whispered that “‘the 
LDP will be attacking on foreign policy and defense 
issues.” This means that such topics as the security 
treaty, defense and the Self-Defense Forces, considered 
not directly related to the consumption tax issue, and 
themes on which views differ among the opposition 
parties will be taken up and linked with “‘tax collection” 
in order to try to split the parties. 


Early this month, an approach was made to an influen- 
tial Komeito Party official by Secretary General Ozawa 
of the LDP to this effect: “It may be unavoidable for you 
to be a joint sponsor of the abolition bill, but how about 
your avoiding falling into step with the Socialist Party on 
the revenue funds bill?” The official refused point blank; 
but there are cracks among the opposition parties that 
can be taken advantage of. In its basic policies each party 
is still far from the others; and there are also rivalries 
with an eye to Diet dissolution. Still, the option of an 
LDP-Komeito-Democratic Socialist line such as in last 
year’s consumption-tax Diet session could only be a 
“suicidal action for the middle-of-the-road parties,” 
(Acting Rengo President Akira Yamagishi). 


It is difficult for the LDP side, too. For the “80 days of 
the session” they have decided there will be a curbing of 
the opposition; but in the upper house it seems that 
numbers will be decisive in the end. “Once substantive 
deliberations have begun, we can only hold out for 3 or 
4 weeks,”’ the LDP’s upper house whip Saito divulges. In 
the last upper house elections of 1986, held on the same 
day as the lower house elections, the LDP greatly 
increased the seats it held. Therefore, when they lose that 
portion in the following election 3 years later, the differ- 
ence widens even further into a ruling party-opposition 
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turnaround, Upper house President Tsuchiya says, “To 
resolve this upper house turnaround will take at least 9 
years.” In this interval, the handling of such important 
bills as those bearing on the budget will become impos- 
sible unless they can get the cooperation of the opposi- 
tion parties. Now the LDP is rallying its full power just to 
block the upper house's passage of the bill to abolish the 
consumption tax. If they face it without avoiding phys- 
ical resistance or even halting deliberations, any smooth 
management of the upper house henceforth is hopeless. 


[27 Sep 89 p 1, by Takeshi Nishiyama] 


[Text] One “Position” After Another To Overcome 
Adverse Trend; Critical Test for Prime Minister 


“I have the experience of being chairman of the Diet 
Steering Committee and chairman of the Standing Com- 
mittee for Lower House Management. I am thoroughly 
acquainted with how the national Diet works behind the 
scenes; but this time, without relying on mere cleverness, 
I would like to make this a Diet session where there is 
proper and dignified deliberation.” 


Facing the extraordinary Diet session, which will be his 
first test, Prime Minister Kaifu has used the 2-day 
holiday on the 23d and 24th to work over his general 
policy address; and in this way he revealed his inner 
feelings to his secretaries and others. Since taking office, 
the prime minister has himself actively participated in 
sessions with the election system study group and many 
other kinds of meetings, and exchanged views with the 
committee members. Yet, he has had Chief Cabinet 
Secretary Moriyama attend as well and speak out as 
much as possible. 


He has said little to reveal what is on his mind, saying 
“Even if we promise something not possible,” or “After 
we have first had experts consider it fully,” and so on. 
So, he is a new prime minister whose methods contrast 
with those of former Prime Minister Takeshita, who put 
his efforts chiefly into groundwork preparation. In this 
we can see his strong concern for wanting to give the 
nation the impression that he listens sincerely to the 
voice of the public at every opportunity. It can be seen 
that, with the contrary wind raging against the LDP, the 
prime minister’s supreme concern is resolutely acting 
concerning Diet dissolution and general elections, and 
he places coping with this Diet session in that context as 
one part of this strategy. 


The length decided for the “turnaround Diet session”’ is 
“80 days,”’ just as the LDP had asked. Always, hereto- 
fore, the opposition parties had opposed the govern- 
ment/LDP request; and it was decided in the form of a 
compromise. This time, it appears that the opposition 
parties felt a longer session would be better since they 
hope to pass the consumption tax abolition bill; and for 
the government and LDP a shorter term should have 
been better. But it may be said to have come about 
because of the LDP’s having come on strongly, saying, 
“Let’s debate it thoroughly, including the matter of 
substitute sources of revenue,” and especially because 
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the prime minister stuck firmly to “80 days."’ On the 
21st, when the ruling and opposition parties formally 
decided on the duration of the session, the prime min- 
ister said to a group of reporters, “That was good, wasn’t 
it? With 80 days, I think we'll be able to debate fully.” 


The prime minister's earnestly showing his intent on 
“dialogue” in this manner may even be called an inher- 
itance from the late former Prime Minister Miki, who, 
with the same weak base within the party, tried to use 
public opinion to gain buoyancy for his regime. 


People close to Kaifu are assiduously letting it be known 
that “The prime minister wants to debate publicly with 
Socialist Party Chairman Doi through the mass media; 
but she won't go for it.” Lately, the fact that the rate of 
support for the cabinet has somewhat improved in 
various Opinion surveys is also strengthening the will of 
the prime minister's office. 


The prime minister has already made a round of visits to 
the United States, Mexico and Canada. Somehow he has 
made it through his international debut. Here at home, 
the “replacement” of the party tax study group’s 
chairman, Sadanori Yamanaka, and the selection of a 
single candidate for the upper house by-election in 
Ibaragi Prefecture were given the appearance of having 
been settled by the prime minister's persuasion. In 
reality, some points were worked out by the Takeshita 
faction and others; but that can be called a last-resort 
measure to give the appearance of “the prime minister's 
leadership ability.” 


Those on the periphery feel that “he is a prime minister 
who started from zero; but conditions are slowly turning 
for the better.”’ In this Diet session, they will dare to have 
an all-out debate on reform of the tax system and will 
take the attitude of mounting a counteroffensive against 
the opposition by proposing as items for continuing 
discussion a public election law, a bill on control of 
political funds, as well as such things as a bill on making 
public the assets of assemblymen throughout the nation. 
But will matters progress the way the prime minister 
intends? The problem is how to take “the bold second 
look’’ at the consumption tax, which the prime minister 
has promised publicly. 


At the general meeting of the government’s tax-system 
study group the prime minister attended for the first 
time views emerged, one after another, from committee 
members casting doubt on any thorough-going second 
look: ““A new look going too far will bring about confu- 
sion.” ““When you set out with a new tax system, no 
matter what country it is, opposing views will emerge.” 
After the prime minister left, a committee member, 
Rengo office manager Seigo Yamada, criticized the 
prime minister for not trying to be more definite, saying 
“I don’t understand the prime minister’s not indicating 
where and in what directions to take a second look. Isn't 
he just saying that a second look is necessary because he’s 
in trouble over the big election defeat?” 
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While talking of “a decisive plan,” does the prime 
minister himself not even have any idea or the politicai 
power to make an adjustment? Such frosty views are 
strong even within the government and LDP. New LDP 
leaders such as Shintaro Abe, Kiichi Miyazawa and 
Michio Watanabe—under political conditions whereby 
they received criticism across the board for the Recruit 
incident and cannot even run for the top job—see the 
prime minister as having come onto the mound as “‘a 
mere stop-gap,” (from a Takeshita faction official), 
nothing more than a figurehead for the general elections. 
Even if the LDP were to get a majority, can he firm up 
his political base and his position for the general elec- 
tions, overcoming the general view that he faces the same 
fate as former Prime Minister Uno? It is an extraordi- 
nary Diet session and will be a critical test for the prime 
minister; but the situation, not an easy one, is to be 
weathered merely by performance. 


[28 Sep 89 p 1, by Tadayoshi Nagata] 


[Text] Dilemma About Coalition Regime; “Loyalty Test” 
for Opposition Parties 


At the time of its overwhelming victory in the July upper 
house elections, Socialist Party Secretary General Doi 
quoted a poem by poet Yosano Masako: “The mountain 
has moved.” More than 30 years of one-party dominance 
by the Liberal Democratic Party [LDP] had finally 
collapsed in the upper house. Will this crustal movement 
extend even to the lower house and lead to a “coalition 
government’? The true worth of the Socialist Party is 
being brought into question from the aspect of its 
authenticity. There certainly was the LDP’s “‘loss to the 
enemy” because of suspicions about the Recruit inci- 
dent, the consumption tax, etc.; but why in particular did 
the Socialist Party capture the support of 19.68 million 
votes in the upper house proportional districts, besting 
the LDP by at least 4 million votes? 


The circumstances are such that “Why our votes 
increased is complex and it was sudden, so that we haave 
not yet analyzed it,” (a party election policy official). 
But, Chairman Doi says, “The nation has recalled the 
LDP. Let’s make them open wide the doors to political 
power that are now only ajar.” 


The policy of backing at least 180 persons as party 
candidates in the next lower house elections has shown 
that strong desire. There are differing views within the 
party, such as former Secretary General Ishibashi’s crit- 
icism that “there is too little consideration for the 
Komeito and Democratic Socialist parties.” But Ms Doi 
herself is not taking it much to heart, saying, “There will 
be no ‘strange defeats.’ Where we have no candidates, we 
have no winners. Have we seriously been prepared 
heretofore to be the ruling party?’’ Since the April 
heads-of-party conference, “‘consultations on a national 
coalition government” have progressed among the 
Socialist, Komeito and Democratic Socialist parties and 
the Social Democratic Alliance. But that is because they 
see that for the four parties to control a majority in the 
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general elections “our candidates must number no less 
than 180 if we consider the possibility of the other party 
winning,” (Socialist Party election policy committee 
chairman Sato). Given their party structure and the 
situation in each region, while they may understand that 
150 persons is the best we can do” (a central executive 
committee member), they cannot back off from 180" 
when they consider the LDP criticism that “the opposi- 
tion parties say ‘let us take power,’ but they have not 
adopted an election setup that will enable them to win a 
majority.” 


In trying to show a “realistic style of response” in line 
with that, the Socialist Party has released its “Doi 
vision” and come out with policies on recognizing the 
Japan-U.S. security treaty and the Self-Defense Forces. 
The Socialist Party left wing, which was ready for this, 
has raised no objection. When then Secretary General 
Eda similarly announced his flexible and realistic “Eda 
vision” in 1962, a resolution of criticism was leveled at 
him and he was driven to resign as secretary general. So 
with such a change in style we have to ask if this is the 
same party. 


On the other hand, the Komeito and Democratic 
Socialist Parties, which participated in the deliberations 
at last fall’s extraordinary Diet session even while 
“opposing” adoption of a consumption tax, were 
severely taken to task after the upper house elections by 
party members and supporters who said, “We had 
trouble understanding the party's attitude.” 


With public anger over the extravagances of long LDP 
rule showing such an upsurge, it may become “the 
party's suicidal action” (a Democratic Socialist official) 
if the Socialist-Komeito-Democratic Socialist-Rengo 
framework fails. Despite protests by the general federa- 
tion of auto workers, the federation of electric power 
workers, etc., the Democratic Socialist Party agreed to a 
restoration of the commodity tax in the bill on revenues 
to replace the abolished consumption tax. The reason the 
LDP treats the consumption tax as “‘a symbol of LDP 
politics” which it will try to protect no matter how many 
cabinets are crushed is that it now sees being forced to 
withdraw the tax as a road to answering expectations for 
political change. In November, government and private- 
sector labor unions are to inaugurate a unified national 
center and a new “Rengo.”’ That seems likely to lend 
momentum to realignments in political circles. 


However, there is also a dilemma because this Diet 
session may become a “dissolution”’ session, (Socialist 
Party Secretary General Yamaguchi). For example, on 
the afternoon of the 25th when Diet policy committee 
chairmen of the Socialist, Komeito and Democratic 
Socialist Parties met unofficially, discord over tactics 
quickly surfaced between the Socialist Party and 
Komeito members. 


Socialist Party Diet Policy Committee Chairman Oide: 
Once the consumption tax abolition bill has passed in 
the upper house, let us immediately drive for upper 
house dissolution. 


Komeito Diet Policy Committee Chairman Sakai: We 
first must thoroughly debate the problem of the LDP’s 
plan for a second look at the consumption tax. 
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Mr Oide: The LDP has no intention of issuing a plan for 
a second look. They intend only to attack the opposi- 
tion's plan; attack, and dissolve the session. 


Mr Sakai; It's all right if the deadline for the LDP to 
present its new-look plan expires. The matter of dissolu- 
tion can be taken up after we have carefully watched how 
the session develops. The choice of timing for dissolution 
will tie in directly with the ups and downs of each party. 
The middle of the road forces cannot mask their concern 
that “if we go too far in lock step, it will mean a repeat of 
the upper house elections, where we lost out by being 
hidden in the Socialist Party's shadow,” (a Komeito 
party leader). That is why they criticize such things as the 
Doi vision and say, “The policy on the security treaty 
and the Self-Defense Forces is still inadequate. If the 
Socialist Party is not going to clarify its basic policies on 
such issues as atomic power and the Korean peninsula, 
we cannot discuss a coalition government,” (Socialist 
Party Chairman Nagasue). And it is also why they insist 
on their independence. 


The Communist Party says, “The Komeito and Demo- 
cratic Socialist Party say we have to clarify our position 
as one of being on the team with the West; but the 
tightening up of the three nonnuclear principles under 
the Doi vision says just the opposite. If we bring in 
security issues, the contradictions will merely widen,” 
(Diet Policy Committee Chairman Teramae). The LDP 
sees from that that there still are gaps to be exploited. 


[29 Sep 89 p 1, by Kichinobu Odawara] 


[Text] Reelect Kaifu and Head for Frontal Breakthrough; 
Governing Party’s Gamble 


After the era of Miki, Tanaka, Ohira, Fukuda, Suzuki 
and Nakasone, the raising of the curtain on an era of 
‘“*new leaders” was proclaimed. It was deemed that, 
following the Takeshita cabinet, both Mr Shintaro Abe 
or Kiichi Miyazawa, and then Mr Michio Watanabe, too, 
would be candidates. But caught up in the sweeping 
Recruit incident, they were compelled to withdraw. Even 
Mr Watanabe has been silent lately, although he had 
raised objections to giving a 2-year term as party presi- 
dent to Prime Minister Kaifu, who followed former 
Prime Minister Uno and was appointed “provisionally.” 
Both Mr Abe and Mr Miyazawa intend to support Mr 
Kaifu for reelection. If it is possible, they may want to 
have him “baptized” quickly in general elections, and 
then replace Mr Kaifu themselves; but with the fairly 
high rate of support for the Kaifu cabinet, they can only 
watch and wait. 


Even LDP elders who initially opposed supporting Kaifu 
say, ‘He's doing well and making no particular slip-ups. 
He may be reelected.”’ This means that “‘while we hope 
for an Abe regime and are betting on it, it would be no 
good if we lost in the elections and he became president 
of merely the first among several parties. If Kaifu were to 
be the LDP’s final prime minister, we would lose every- 
thing,” (an official of the Abe faction). 
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Another elder of the LDP says, “It can't be helped if the 
Kaifu administration continues and the turn of the new 
leaders is delayed,” 


The government and LDP used a backhanded ploy on 
the opposition parties’ proposed bill abolishing the con- 
sumption tax and set up a long term of 80 days for the 
extraordinary Diet session, where this Kaifu cabinet's 
abilities will be tested. They have also criticized the 
revenue sources which the four parties, including the 
Socialists, would substitute for the consumption tax, 
saying this is “a mere balancing of numbers in the 
accounts,’ (Chairman Mitsuzuka of the Policy Research 
Committee); and they are challenging them instead to a 
thorough debate on the tax system and other matters, 
hoping to give the public a picture of “the irresponsible 
Opposition parties.” 


They cannot avoid the abolition bill’s passing in the 
upper house by an opposition party majority. In the 
lower house, they will not bring it to a vote. It is the 
government-LDP leaders’ basic strategy to propose the 
LDP plan for a second look, watching the timing, work 
this into the drawing up of the next fiscal-year budget 
and then, early in the year when people are feeling 
refreshed, face the general elections. It is a gamble which, 
if badly handled, would see even the consumption tax 
defeated, a turnaround in the lower house and inevitably 
an end to the LDP’s solo rule. 


“With the coming second look, how well the tax is 
coordinated is not important. It is not ‘what is a fair tax 
system?’ but thinking about ‘what is a tax system the 
public considers fair?’ With the general election in 
mind, this is what those involved in the LDP’s tax study 
group say. And yet, there is still no predicting whether 
Diet dissolution and general elections within this year 
can really be avoided. One reason is that should the 
consumption tax abolition bill actually pass in the upper 
house there may still be no upsurge of public opinion for 
“immediate dissolution.” 


Although younger Diet members are already running 
around saying, ‘General elections are near,” all factions 
are hesitant to hold political fund-raising parties due to 
the Recruit incident; and making use of “stocks” is seen 
as taboo, so that they are pressed for election funds. Thus 
a mood seems to be growing that says, “If it’s going to be 
held anyway, do it early without waiting for the new year 
to come.” 


In the next general election, it is foreseen that there will 
be an uncoordinated standing for election by indepen- 
dent conservative-line candidates who avoided the 
“adverse winds” blowing against the LDP. Chief Secre- 
tary Ozawa and others intend to squeeze out the candi- 
dates; but a leader of the Kawamoto faction is intensi- 
fying the sense of danger by saying, ““Some say there are 
at present some 100 or more conservative independent 
candidates. Unless we squeeze out many of them, there 
will be great losses among LDP-endorsed candidates.” 
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Still, with the awareness of the criticism against ‘Diet- 
policy politics” in this Diet session, it is difficult to find 
a good way to talk to them behind the scenes. This is 
because former LDP Diet Policy Committee Chairman 
Okonogi (currently lower house Steering Committee 
chairman) has exposed the lavishing of Diet-policy com- 
mittee funds on the opposition parties and because 
Diet-policy politics has even been taken up as a topic for 
political reform. Present LDP Diet Policy Committee 
Chairman Okuda left on the 28th for a visit to China 
with a large delegation trailing after him, even though it 
was the opening day for the extraordinary Diet session. 
He let on to those around him that “‘it is better that I and 
some others not be present.’’ It may be that cozy rela- 
tions and collusion lurk about widely; but one can well 
imagine a situation where in an all-out confrontation 
between the ruling and opposition parties room to 
maneuver will be lost. 


At LDP headquarters on the morning of the 28th, a 
general meeting was held of the political-reform promo- 
tion leadership, the first since formation of the Kaifu 
cabinet. Mr Masayoshi Ito, headquarters director, com- 
plained, ‘Compared to when the main principles for 
political reform were drawn up in May, it seems that the 
atmosphere in the party has grown cold.” 


To this, the prime minister responded, “‘I want to make 
this a means for reviving the party,” revealing his strong 
desire to enact the three bills relating to political reform: 
the bills reforming the public election law and the 
political fund control law, and the bill on revealing one’s 
assets (which is expected to be presented in the extraor- 
dinary Diet session). However, the abolishing of factions 
and the resignation of the Diet members whom Mr Ito 
had once pointed to as those involved in the Recruit 
incident was informally considered by the party execu- 
tive committee right after the bitter defeat in the upper 
house elections. Now, a bare 2 months later, almost no 
one in the LDP talks about it. Even amending the fixed 
number of lower house members, which Prime Minister 
Kaifu had thought should certainly be done before the 
general elections, has been treated by the government 
and LDP as “a greenhorn idea”’ and shunted aside. What 
does this mean considering the LDP’s resolve for 
“making a party-dissolving fresh start”? That will be 
questioned sharply in the coming Diet session. 


Diet Criticized for Low Political Disputes 


OW2511013189 Tokyo THE JAPAN TIMES 
in English 24 Nov 89 p 18—FOR OFFICIAL USE 
ONLY 


[Article by Kenzo Uchida: “Diet’s Political Derelic- 
tion’’} 


[Text] The extraordinary Diet session is not moving 
according to schedule. The very tense political confron- 
tation that started in July 1988 went on for a year, to be 
followed by political disputing on a very low level. This 
is political dereliction. One may cynically say there is 
peace without politics as the nation’s economy continues 
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to boom. The expression “first-rate economy, third-rate 
politics” has taken root. It does not have the ring of 
self-scorn, “So what?” seems to be the general reaction, 
unfortunately. 


The current Diet session has only three weeks left before 
its close, and there is virtually no possibility of its two 
major items—the opposition’s bill calling for abolition 
of the consumption tax and the bills relating to political 
reform—being dealt with properly during the relatively 
brief time remaining. The reason is that precious time 
was wasted in October by mudslinging over the 
“pachinko” affair and, more recently, by dickering over 
the bill for abolition of the consumption tax preventing 
its serious deliberation. This writer has already pointed 
out the ludicrous disputing over the pachinko affair. 


True, the opposition’s bill for abolition of the consump- 
tion tax is less than perfect. It was carelessly drawn up. 
The opposition should be criticized for being so slipshod. 
The ruling Liberal-Democratic Party [LDP] pounced on 
the mistakes in the bill and tried to impress upon the 
people that the opposition parties are not qualified to 
take the reins of government. The LDP’s attack is 
understandable as parliamentary tactics. But the party 
has gone too far, needlessly trying to find fault with the 
opposition and by doing so virtually blocking progress in 
the Diet. 


Opposed to the proposed abolition of the consumption 
tax, the government party promised to make a sweeping 
review of the tax. It has not lived up to that pledge. It is 
not fair when the LDP criticizes the opposition’s bill yet 
fails to show its own bill to this day, three months and 
more after making the pledge. If this situation remains 
unchanged, the result will be a continuation of the 
consumption tax with no changes in its substance. This 
will run contrary to the public expectation of an aboli- 
tion or revision of the tax. It is imperative that the Diet 
get down without any further delay to substantial delib- 
eration of the opposition’s bill cnd that the LDP 
announce how it proposes to change the tax. 


The bills for revising the Political Funds Control Law 
and the Public Offices Election Law, plus the bill for 
public disclosure of Diet members’ assets, have yet to 
take definite form. Both the ruling and opposition par- 
ties talked about the urgency of political reform fol- 
lowing the revelations of the Recruit affair. This zeal has 
apparently declined with time. Political reform and the 
abolition or revision of the consumption tax are certain 
to be put off to the future. Accordingly, the dissolution of 
the Lower House for a general election will also be put 
off to next year. 


In sharp contrast to Japan’s political stagnation, the 
world political scene is moving turbulently. The situa- 
tion in Eastern Europe is akin to a landslide or ava- 
lanche. U.S. President George Bush and Soviet President 
Mikhail Gorbachev will hold a summit meeting in the 
Mediterranean in early December. 
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Can Japan ignore these developments as completely 
unrelated to it? This country will eventually be asked to 
fulfill an international role demanding first-rate politics 
at home. That time is rapidly approaching. A test is 
awaiting Japanese politics, which has no insight or 
leadership but is mired in political disputes of a dismally 
low level. 


Paper Views JSP Strategy for General Election 


OW2311050689 Tokyo THE DAILY YOMIURI 
in English 21 Nov 89 p |—FOR OFFICIAL USE 
ONLY 


[Text] Has the Japan Socialist Party [JSP], with its 
announced plan to field 180 candidates in the next 
House of Representatives election, overextended itself? 


Many observers believe this may be the case and cite a 
number of serious problems confronting the JSP as it 
bids to unseat the Liberal Democratic Party [LDP] and 
take over the government. 


The biggest difficulty is that it appears the JSP can’t even 
find enough candidates for all the seats it wishes to 
contest. 


And out in the hinterlands, the party’s central committee 
is finding significant opposition to fielding candidates in 
all the contests the JSP master plan calls for. 


Many party officials outside of Tokyo have flatly refused 
to run more than one JSP candidate in their constituen- 
cies, saying this could very easily split JSP votes and end 
in defeat for both candidates. 


But Takako Doi is sticking to her guns. If the party 
doesn’t field its announced goal of 180 candidates, Doi 
will lose a good bit of face and the JSP’s chances of 
outnumbering the LDP in the lower house will be 
significantly diminished. 


Additionally, financing 180 election campaigns is 
expected to strain JSP coffers to the breaking point. One 
of the top three leaders of the party has said that to raise 
the massive amount of money needed the JSP will 
mortgage its headquarters building in Tokyo if neces- 


sary. 


In addition to contemplating selling their headquarters 
to the banks, all top JSP leaders have been hitting the 
money trial, bowing and scraping to raise the needed 
capital. 


Doi is said to have humbled herself in front of Akira 
Yamagishi, chairman of the Japan Telecommunications 
Workers’ Union (Zendentsu) during an appeal for big 
bucks. 


As of Saturday, the JSP had managed to round up 145 
candidates. While hopeing to run more than one candi- 
date in 49 electoral districts, the party had only found 
eight candidates for the second slot in these districts. 
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Also, hoping to capitalize on the popularity of female 
candidates, the party wants to run as many women as 
possible. But by Saturday they had only found six 
women qualified and willing to enter the lower house 
fray. 


On Nov. |, Kanju Sato, a top JSP election strategist, 
visited the party’s Saitamakan headquarters in Urawa. 
Sato’s visit was an effort to convince his country cousins, 
headed by lower house member Hiroshi Sawada, to find 
another candidate for the prefecture’s No. 2 constitu- 
ency. 


Sato was rebuffed. Saitama politicos maintained that 
instead of doubling up, it would be more effective to 
field candidates in three of the five constituencies in 
Saitamaken where the JSP has no announced candidate. 


Sato told his Saitama brethren that their position was 
totally unacceptable to the JSP Central Executive Com- 
mittee and said that the committee would find some- 
body to run in the No. 2 district. He did sweeten the deal 
a little bit, though, offering to provide financial support. 
The meeting ended inconclusively. 


The JSP’s reported offer to mortgage its headquarters is 
an indication of how serious the Tokyo cadre are taking 
the next election. Traditionally known as a tight-fisted 
bunch, party leaders have staked their reputations and 
futures on the dream of unseating the LDP. 


The JSP needs to control about 300 lower house seats if 
it is to run the political show. This figure can only be 
achieved through a coalition government with Komeito, 
the United Social Democratic and Democratic Socialist 
parties. It is believed that these three allies will field 
about 110 candidates between them in the coming elec- 
tion. 


Sato has said that if the four opposition parties do not 
gain a majority in the lower house in the next general 
election, it will mean one thing only—that the opposi- 
tion does not have the moxie to lead Japan. 


Reportedly, JSP leaders believe that their personal honor 
is at stake. Former JSP Chairman Masashi Ishibashi quit 
in August after openly criticizing the JSP election plan, 
saying that the party was thinking only of victory, and 
ignoring the wishes of its coalition partners. 


Ishibashi said that instead of stuffing two JSP candidates 
into every possible district, the JSP should assist oppo- 
sition candidates in these constituencies. 


He also said that the JSP had been high-handed with its 
partners in policy negotiations. At particular issue are 
the Japan-U.S. security treaty and the Self-Defense 
Forces. 


With the LDP reportedly regaining some of its popu- 
larity with voters, many JSP members agree with Ishiba- 
shi, saying that the party should pay more attention to 
creating a strong, united coalition, and less attention to a 
single-minded drive for victory. 
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Kaifu Uses Culture as ‘Rallying Cry’ for LDP 


OW'1511184289 Tokyo THE DAILY YOMIURI 
in English 14 Nov 89 p 1—FOR OFFICIAL USE 
ONLY 


(‘Political Pulse’’ column by Raisuke Honda, 
YOMIURI SHIMBUN political editor: “Why Kaifu Is 
Preaching a Cultural Boom"’] 


[Text] Prime Minister Toshiki Kaifu has become an avid 
promoter of culture recently, going to the length of 
setting up a council to study Japanese culture and 
proposing a cultural promotion fund. 


Kaifu’s newly established ‘Council to Consider a Desir- 
able Society in the 21st Century” held its first meeting on 
Nov. 8. Its stated purpose is to explore the path the 
Japanese people and society should take toward the 21st 
century, according to sources close to the prime minister. 


The sources said Kaifu is concerned about recent gloomy 
social tendencies, horribly reflected in a series of mur- 
ders of little girls. He believes that the gloom stems from 
social distortions which have arisen amid the pursuit of 
material prosperity, the sources said. 


Kaifu persuaded a remarkable philosopher, Takeshi 
Umehara, head of the International Japanese Culture 
Center, to chair the new council. Umehara and Kaifu 
attended the same middle school, although Umehara 
graduated years before the prime minister. 


Umehara has been advocating the creation of a Japanese 
school of philosophy, arguing that no such study exists 
although there are Western and Oriental schools of 
philosophy. He has scripted a kabuki play titled 
“Yamato Takeru” based on the ancient history of Japan. 


After accepting the chairmanship of the council, Ume- 
hara said, “This is an age when no philosophy exists in 
politics. My report will specify the shortcomings of the 
Japanese and the direction they should take.” 


Kaifu also ordered the quick establishment of an Art and 
Culture Promotion Fund, which the government and the 
Liberal Democratic Party, [LDP] had contemplated for 
some years. The plan calls for a Y200 billion fund, 
jointly contributed by the government and the private 
sector. The money will be invested and the yield will be 
used to support artistic and cultural activities. 


Japan’s cultural record has been very poor so far. The 
government’s annual budget for cultural activities is 
about Y40.9 billion, only about one-fifth of the average 
cultural expenditure of the major Western nations. 
Therefore, if the new fund is realized, it would certainly 
be of great help. 


But why has Kaifu decided to promote culture? 


Unlike the administrations of most of his predecessors, 
Kaifu came unexpectedly into power as a result of 
political turmoil and power struggles among the LDP 
factions. Kaifu’s administration is not the result of his 
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own long preparations for his ascent to the LDP presi- 
dency and the prime ministership. 


Consequently, Kaifu has not yet been able to make any 
big impact in showing off his political style. With no 
particular political achievements apart from having 
worked as a Diet member specializing in cultural affairs 
and twice serving as education minister, Kaifu appar- 
ently has no alternative but to make education and 
culture his forte. It so happens that culture is now in 
fashion. 


The sources said Kaifu wants to use culture as a major 
rallying cry for his LDP in the campaign for the next 
House of Representatives election. He will probably ask 
the 21st century council to submit an interim report 
around election time. 


If Kaifu should exploit culture for election purposes in 
excess of what he actually plans to deliver, his move 
would prove extremely uncultured. If he does take up the 
cultural issue, we would like him to carry out his plans 
with sincerity. 


* Kaifu Seeks To ‘Get Free From Takeshita’ 


902B0017 Tokyo SHUKAN JIJI in Japanese 
7 Oct 89 pp 38-39—FOR OFFICIAL USE ONLY 


[Article by Ichiro Nagata: ‘Inside the Political World’’] 
[Text] Moves Toward a Long Term in Office? 


Prime Minister Kaifu has begun to make his first moves 
toward a long term in office. His first step in doing so is 
to give the public the impression of “freeing himself 
from Takeshita."’ With a weak party base, Kaifu has only 
the support of public opinion on which to rely. Kaifu has 
gradually come to understand this reality, but can he 
really counter the stigma of ‘‘Takeshita’s remote control 
cabinet’? 


It is a fact well known to all that the Kaifu cabinet came 
about due to the Takeshita faction, the party’s largest. It 
is NO exaggeration to say that there would have been no 
chance at all for a Kaifu cabinet had it not been for the 
Takeshita faction’s backing. 


Takeshita is unmistakably the “father” of the Kaifu 
administration. One cannot deny, however, that too 
great a reliance on the Takeshita faction would be a 
public relations liability. Denounced by the opposition 
as ‘a second-rate Takeshita administration” and as 
“under the Takeshita faction’s thumb,” Kaifu certainly 
would like to rid himself of such labels. 


In order to do so, those around Kaifu cite as their goal: 
“We have to wipe out by all means the impression that 
the Kaifu cabinet is completely controlled by the 
Takeshita faction. We are planning to play up the prime 
minister’s leadership and increase his support.” 


The campaign’s opening shot was the response to the 
issue of Chief Cabinet Secretary Yamashita’s sex 
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scandal. Top Takeshita faction members such as Kane- 
maru and Chief Cabinet Secretary Ichiro Ozawa repeat- 
edly tried to rein in Kaifu by saying that Yamashita’s 
resignation was not necessary. Kaifu, however, broke 
through their argument for protecting Yamashita by 
quickly announcing that the latter’s resignation was 
inevitable. Opposing the Takeshita faction again over 
choosing Yamashita’s successor, Kaifu decided to 
appoint Mayumi Moriyama. Those around Kaifu went 
so far as to boast that “‘he was able to have his way on the 
chief cabinet secretary issue.” 


Kaifu is even showing a slight difference with the 
Takeshita faction in his sesponse to the non-mainstream 
Miyazawa faction. Excluded from the LDP’s top seven 
posts in the aftermath of the recent change in govern- 
ment, the Miyazawa faction “thas been completely left 
out in the cold,” according to a senior faction member. 
Due in part to Kaifu’s insistence, however, senior 
Miyazawa faction member Mizuno, director general of 
the Management and Coordination Agency, was 
included in the ruling party-government summits. A 
senior Komoto faction leader described Kaifu’s consid- 
eration “‘not to ignore the distinguished Miyazawa fac- 
tion.”” One young dietman said, “It would be fine if we 
hung the Miyazawa faction out to dry completely. It 
wouldn’t frighten me even if they became anti- 
mainstream.”” Kaifu himself seems to have reached his 
own conclusion because such hard-line thinking was 
dominant within the Takeshita faction. 


Takeshita’s Monument Ruined 


On policy as well, Kaifu is trying to dilute Takeshita’s 
influence. ‘“‘Creation of hometowns,”’ which Takeshita 
had been promoting as prime minister is one example. It 
had been decided to establish a “Creation of Hometowns 
Discussion Council” as an advisory panel to the prime 
minister, but the plan was interrupted by Takeshita’s 
resignation. It seems that Takeshita is quite attached to 
his trademark policy; after Uno, he has also asked Kaifu 
to continue it. 


The consultative organ was finally established within the 
Kaifu cabinet, but its name has become “The Discussion 
Council for Creating Energetic Regional Areas.” The 
words ‘Creation of hometowns”’ were effectively 
dropped. 


A council member asserted: “The expression ‘Creation 
of hometowns’ itself is unclear. We do not want to use an 
expression with the Takeshita cabinet’s fingerprints all 
over it.”” Such a rationale truly provided Kaifu a coiive- 
nient escape. Takeshita’s monument is now in ruins. 


Kaifu has revealed his desire for a long term in office by 
responding to the criticism that his is a “provisional 
government”: “Whether a government is real or not is 
not determined by its length but by its accomplishments. 


Kaifu has grown more confident in his ability to main- 
tain his government by successfully pulling off his first 
official trip abroad. According to one former prime 
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minister, “Having pulled off a successful visit to the 
United States, there was finally confidence that Kaifu 
had stood on his own two feet. Kaifu himself seems to 
have grown one size larger.” 


Kaifu has been in high spirits since returning home from 
his trip abroad. He has shown a great drive, encouraging 
LDP Tax Research Council Chief Yanianaka to resign 
his post and playing the role of arbiter himself in the 
issue of settling on a single candidate in the Ibaraki 
upper house by-election. He is showing a great deal of 
“leadership within the party” to prove that he is not a 


“puppet.” 


The Same as at the Start of the Nakasone Cabinet? 


No matter how you look at it, Kaifu’s greatest obstacles 
are the next lower house elections. Kaifu is coming to the 
end of his term as LDP president at the end of October, 
but his reelection is already practically assured. Whether 
or not the LDP can keep its majority in the lower house 
elections, however, will be the deciding factor for the 
Kaifu administration. 


In international discussions during his trip abroad, 
Kaifu stressed that (1) they could only expect to do well 
in the election if they came out with an outline for tax 
reform, and that (2) winning a majority would mean the 
difference between victory or defeat. 


At the same time that “he’s boasted about keeping a free 
hand in dissolving the lower house,’ according to a 
member of the former Nakasune faction, one can also 
say that Kaifu has also prepared to take his last stand on 
the outcome. 


If the adverse wind from the upper house elections 
continues, then the loss of the lower house majority is 
inevitable. If that happens, the Kaifu cabinet of course 
will blow away. On the other hand, if he somehow 
manages to keep the party’s majority, “‘he’ll be able to 
stay on another 2 years,” according to a senior Komoto 
faction member. 


Among recent administrations, Nakasone’s became a 
long-term government lasting 5 years. When Nakasone 
first started, his government base was weak and referred 
to as ““Tanaka dominated” or the ““Tanakasone cabinet.” 
Nakasone gradually got free of Tanaka, however, and 
kept control of the political situation with a high rate of 
support for his cabinet. Kaifu, also from a nonmain- 
stream faction, has many points in common with Naka- 
sone. 


Kaifu almost certainly understands fully this point, and 
without a doubt will try to model himself after Naka- 
sone. However, he is not a battle-tested veteran like 
Nakasone. Kaifu was thus able to sell himself on his 
“clean”’ image. 


Getting free from Takeshita is part of that, but since it is 
predicted that political affairs would grind to a halt were 
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the Takeshita faction to turn their backs on him, it seems 
that Kaifu’s “tightrope walk” will continue. 


* Komoto Faction Works To Extend Kaifu Regime 


902B0014 Tokyo SANKEI SHIMBUN in Japanese 
30 Sep 89 2—FOR OFFICIAL USE ONLY 


[Text] The unrest within the | and 2 month-old Liberal 
Democratic Party [LDP] Komoto faction, the politically 
powerful faction that launched Prime Minister Kaifu 
and which was born when former Minister of Home 
Affairs Komoto abandoned his attempt to become prime 
minister and LDP president, has finally subsided. It can 
be said the Kaifu administration was conceived with the 
support of both the Takeshita and the Abe factions, but 
the Komoto faction made it come about through “blood, 
sweat and tears,” (Komoto faction staff). However, 
within the LDP, mired in a collapsing base and 
upcoming general elections, tactics concerning the “‘post- 
Kaifu”’ era have quickly begun, and the Komoto faction 
is becoming more cautious. 


Mr Komoto, together with former Economic Planning 
Agency Director Tetsuo Kondo, attended the general 
sponsorship society of the Diet and Komoto faction 
member Tadamori Oshima on 24 September in Hachi- 
nohe City in Aomori Prefecture, where he appealed for 
the reexamination of the consumption tax and for the 
implementation of political reform. 


With regard to the consumption tax, which caused the 
LDP to suffer an unprecedented defeat in the upper 
house elections, Mr Komoto is proposing that the entire 
revenue be used for welfare. As for the Recruit scandal, 
he continues to advocate the establishment of the polit- 
ical ethic that “a line must be drawn.” 


In addition to this, at the training meeting of the Komoto 
faction, held on the 3d of this month [September] in the 
town of Oiso in Kanagawa Prefecture, he proposed as a 
“constructive policy”: (1) a major income tax reduction 
and the implementation of a welfare budget; (2) elimi- 
nation of feelings about the unfairness of land and 
housing distribution; (3) rectification of the domestic 
and overseas price gap; and (4) a preferential apportion- 
ment for environmental problems of Official Develop- 
ment Assistance (ODA). He set forth his ideas con- 
cerning dealing with the two “negative policy”’ matters of 
the consumption tax and political reform, and that if 
definite results toward a “constructive policy” are not 
forthcoming, then there will not be a dissolution and 
general elections. 


Komoto’s statement, concerning the consumption tax, is 
seen as aiming at checking the early dissolution doctrine 
which holds the possibility of dissolution and general 
elections if the ruling and opposition parties have a 
head-on collision at the special session of the Diet. He 
hopes to stop—by a single effort—the collapse of the 
Kaifu administration’s base, and interparty moves 
toward dissolution. 
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However, this does not mean that the Komoto faction 
does not assume that there will be a dissolution of the 
Diet and general elections. “If next year’s budget is not 
approved, a dissolution at that time will be unavoid- 
able,”’ (Komoto faction head). Excluding retiring former 
Agriculture, Forestry, and Fisheries Minister Munenori 
Akagi, there are 20 incumbents including Environmental 
Agency Director Shiga, who is deserting the faction, 
Kiyoko Takahashi, the eldest daughter of deceased 
former Prime Minister Miki, and 7 other new people 
whom the Komoto faction has chosen to support. The 
faction is holding vigorous support rallies in every 
region. 


The Komoto faction’s positioning on the borderline of 
support for the Kaifu administration’s continuance is 
“to protect the Diet seats of the majority of recognized 
LDP candidates.” This is because ““With such breakup, it 
will be difficult to pull into the LDP conservative and 
independent candidates,’ (Komoto faction staff). 
‘*Besides political policy, there is the important matter of 
the regulation of candidates,” and the Komoto faction 
emphasizes the importance of the regulation of factions 
before the general elections. 


The Komoto faction is looking in two directions and 
preparing for dissolution and general elections while 
hoping for stability in the political situation. However, 
the general elections also can be a means by which 
former Chief Cabinet Secretary Abe, former Minister of 
Finance Miyazawa, and other new leaders can publicize 
“the purification ceremony of Recruit.”’ The biggest task 
for the Komoto faction is to be able to predict how long 
the Kaifu administration will last. 


Editorial on Diet Debates on Consumption Tax 


OW 1611022789 Tokyo THE DAILY YOMIURI 
in English 14 Nov 89 p 6—FOR OFFICIAL USE 
ONLY 


[YOMIURI SHIMBUN 12 November editorial: 
“Debate Looms On ’The Tax’”’] 


[Text] The House of Councillors Special Committee on 
the Taxation System will begin deliberations Monday on 
nine bills submitted by the four leading opposition 
parties seeking abolition of the consumption tax. 


Rarely has the Diet seriously discussed this issue. We 
expect that both the ruling Liberal Democratic Party 
[LDP] and the opposition will partake avidly in the 
committee discussions on reform of the tax system. 


We also expect the opposition parties sponsoring the 
bills to be candid in defending them. There are, however, 
five major concerns about the proposed abolition of the 
tax we would like to raise. 


Does Public Oppose Tax? 


—First, is it true, as the opposition claims, that the 
public wants the tax abolished? Our Nov. 4 nation 
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wide opinion poll found that half the respondents 
wanted the tax “reviewed” while the other half wanted 
it dumped. 


Many people seem to fear the drastic change and confu- 
sion which might ensue under the opposition’s plan to 
use alternate revenues to substitute for the tax for two 
years after its abolition, and then to introduce a new tax 
system. 


—Second, why does the opposition want to reinstate the 
commodity tax, which they acknowledge has many 
defects, as a source of substitute revenues? 


The opposition parties said in an upper house plenary 
session Wednesday that conservative governments in the 
past are responsible for faults in the commodity tax. If 
they knew of defects in the tax, why did they not 
eradicate them before proposing to revive it? 


Do they not think that introducing the tax as a substitute 
for the 3 percent levy may force prices of goods and 
services which now include the consumption tax in their 
price tags to rise more? 


—Third, the opposition says that Y1.7 trillion, or nearly 
30 percent of the expected revenue loss to accompany 
the abolition of the consumption tax, will be covered 
by natural increases in tax receipts. 


What will happen if the proposed tax reform program 
cann«; be completed in two years, even if tax receipts 
rise in this period? 


—Fourth, the opposition tax reform plan emphasizes 
that direct taxes will provide a main source of revenue 
and proposes that all taxpayers be issued an identifi- 
cation number to ensure the collection of these taxes. 


However, as even the sponsors of the proposal admit, it 
is necessary to have a national consensus before starting 
the ID number system. 


Can such a consensus be achieved in two years, not to 
mention the gargantuan effort of issuing every tax payer 
a number? 


How Does Opposition Plan Differ? 


—Finally, the opposition plan urges that taxes be 
reviewed on the service and distribution sectors. But 
in reply to an LDP question Wednesday, opposition 
members said they were not contemplating the intro- 
duction of a large-scale indirect tax. 


If they are to follow their original plan, which calls for 
taxes in these areas as well as on goods, how will their 
“‘new”’ tax differ from the present 3 percent levy? 


Of course, the LDP must make clear how it plans to 
amend to current 3 percent levy. 


We hope to see, in the current Diet session, a serious 
debate on the tax system. The future of our nation 
deserves nothing less. 
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* Takako Doi’s Position in JSP Examined 


902B0004 Tokyo BUNGE! SH!'NJU in Japanese 
Sep 89 pp 114-123—FOR OFFICIAL USE ONLY 


[Article by Manabu Tateyama: “JSP Itself Is Takako 
Doi’s Enemy’”’] 


[Text] Two days before the election day for the House of 
Councillors, I was in Tokushima City—in front of the 
‘“‘Marushin” located on the bustling main thoroughfare, 
watching a street election speech being given by Takako 
Doi, chairperson of the Socialist Party of Japan. Under 
the sizzling sun, Chairperson Doi, a tall woman in a 
white suit, was delivering a rousing speech. Pressing 
around her campaign vehicle were over 3,000 people, 
most of them women. 


Refined ladies in late middle-age were spellbound, 
saying to one another, “She is so much like Takarazuka’s 
Miss X, isn’t she?” 


When the speech was over and Chairperson Doi 
descended from the campaign vehicle, she was immedi- 
ately surrounded by a crowd. Its behavior resembled that 
of fans chasing after well-known entertainers. The street 
was jammed with people, creating a great deal of confu- 
sion. 


Among people in the milling crowd, I spotted the 
National Confederation of Trade Union’s chairman, 
Toshifumi Tateyama. He was in the same campaign 
vehicle as Chairperson Doi; but since the audience 
gathered there was interested only in Takako Doi, chair- 
woman of the Socialist Party of Japan, the chairman of 
the National Confederation of Trade Union, although 
normally the center cf attention in the labor circles, was 
treated merely as just one more individual in the multi- 
tude and pushed into the crowd. 


Nothing like this had taken place in past election cam- 
paigns of the Socialist Party. The chairmen of the labor 
unions, the major sponsor of the Socialist Party, rather 
than the Socialist Party chairman, had been in the 
limelight as orators and those hosting election events 
received thein with great care. 


The election resulted in an overwhelming victory for the 
Socialist Party. No doubt the Recruit scandal and the 
people’s dissatisfaction with the consumption tax played 
a decisive role. However, one cannot deny that one of the 
factors responsible for the Socialist Party victory lies in 
this unprecedented phenomenon, “Doi fever.’’ The 
grateful Socialist Party places her next to the gods and 
the Buddha. 


Who, then, is this Takako Doi? 
Let me provide a brief description of her background. 


She was born in Kobe City in November 1928. Her real 
name is Takako written in Chinese characters. Her 
father, Niraichi Doi, is a physician. She is the second 
daughter among his 5 children. The oldest three are girls. 
Her 2 younger brothers are doctors. After graduating 
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from Hyogo Prefectural Third Kobe Girls’ High School 
(the present Prefectural Mikage High School), she 
entered the Foreign Language Department of Kyoto 
Women's College. After graduation, in order to continue 
her schooling, she took entrance examinations at both 
Kyoto and Doshisha Universities, Although she was 
accepted by both universities, she chose to attend Dosh- 
isha University, where, after finishing undergraduate 
study, she went on to a graduate school, In 1958, she 
became a lecturer at Doshisha University's School of 
Law. 


What niade Ms Doi, a physician's daughter and a scholar 
of constitutional law, decide to run for office under the 
banner of the Socialist Party, a society of rough, tough 
men centered around labor union officials? 


By the latter part of 1960, the Socialist Party had already 
shown a trend toward “long-term decline.’’ The Socialist 
Party's foremost theoretician, Tomomi Narita, made 
public his “3 Principles of Narita’ and urged party 
reform. The first shortcoming which the Socialist Party 
must overcome is the lack of daily activities, the second 
is the fabric of the parliament: y party, and the third is 
the party's dependence upon the labor unions for sup- 
port. What he pointed out, in essence, was that unless the 
party graduates beyond the political division of the 
General Council of Trade Unions of Japan, it will not be 
able to grow any further in strength and influence. 


This Mr Narita became party chairman in 1968, suc- 
ceeding Chairman Katsumata, and immediately began 
to work on an image change for the party. One of the 
ways of accomplishing this was to persuade academics to 
run for a House of Representative’s seat. His intention 
was to neutralize the old image of “the Trade Union’s 
Socialist Party’’ by introducing candidates from aca- 
demic world. 


The scholars earmarked for candidency were Takako 
Doi; Yuzuru Shimazaki, a professor of political science 
at Kyushu University; and Mitsu Kaneko, an assistant 
professor at Tokyo University. They all ran in the 
general election held at the end of 1969; however, the 
only candidate who actually was elected was Ms Doi. 
Shimazaki and Kaneko were not elected until they ran a 
second time. (By the way, the Socialist Party was beaten 
badly in this general election.) 


According to Ms Doi, becoming a Diet member was the 
last thing on her mind at that time. What made her 
decide to move in this direction was revealed as follows: 
“Without my knowledge, an official announcement of 
my candidacy under the banner of the Socialist Party 
was published in the newspaper. So I went to submit my 
resignation to the Kobe City Personnel Committee, and 
there I ran into Deputy Mayor Tatsuo Miyazaki. Mr 
Miyazaki told me again and again, ‘It is stupid to run for 
an electoral office which you have no chance of winning.’ 
As I listened to him, I began to feel very angry, and all of 
a sudden | wanted to run and to prove him wrong,” (an 
excerpt from ““My Way” by Takako Doi). 


JAPAN 65 


However. Ms Doi's former teacher, Shinobu Tabata, a 
professor at Doshisha University, had a slightly different 
story to tell, He wrote in the 4 September 1986 issue of 
SHUKAN BUNSHUN, “I wanted to push her into 
politics much sooner. | had been telling Chairman Narita 
about her for some time, and I was trying to persuade her 
to go into politics.” 


Without her knowledge, people around her might have 
been laying the groundwork for her political career in the 
Diet. 


Although the task of building a new identity for the 
Socialist Party in accordance with Narita’s “Three Prin- 
ciples” did not progress, the seed sown in the course of it 
germinated in a most unexpected form, eventually blos- 
soming into the showy flower of the “Chairwoman Doi 
Boom.” Takamatsu City in Kagawa Prefecture is adja- 
cent to Tokushima, where Ms Doi delivered her cam- 
paign speech, as mentioned in the beginning, and it was 
the home of the late Chairman Narita. I could not help 
wondering how he might have felt, listening in his grave, 
as it were, to the speech given by Ms Doi, a product, in 
a sense, of his “Three Principles.” 


The number of Diet seats in Ms Doi's election district, 
Hyogo Prefecture's second precinct (Nishinomiya City, 
Amagasaki, and Hanshin District with approximately 
600,000 voters) is 5, with the Liberal Democratic Party 
winning 2 seats, the Socialist Party 2 seats, and the 
Komeito [Clean Government Party] | in the previous 
election. This is the district in which the Socialist Party 
had been unable to do better than either winning 2 seats 
or losing | of these 2 seats in previous elections. 


The Socialist Party’s other seat was won by Masao Hori, 
a physician. Dr Hori is a leading figure of the party's 
right wing group and; and, at one time together with Ms 
Doi, had served as a vice chairman at party headquar- 
ters. His base is Amagasaki, and the so-called National 
Council of Government and Publ’ = ‘orkers’ Unions, 
including the All Japan Telecom. ...ication Industry 
Trade Unions, had been supporting him. 


Ms Takako Doi, on the other hand, succeeded one Jotaro 
Yamaguchi, a retired dietman with a Private Railway 
Workers’ Union background. 


Major support for Ms Doi's first three to four elections 
came from the Private Railway Workers’ Unions and 
from district trade unions in Nishinomiya City. Mr 
Tadashi Kawasaki, former chairman of the Yamamura 
Glass Trade Union, who participated in the Doi election 
campaign as a chairman of the Nishinomiya District 
trade unions at that time, spoke of Ms Doi then as 
follows: 


“The first time Ms Doi ran, she was in her forties and 
quite lively. However, because she was a school teacher, 
her speech was like a college lecturer—difficult to under- 
stand. So when I asked her to use simple language so that 
workers could understand her, she used to say, ‘Don't 
forget that I have been a teacher; my habits of speech are 
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not something I can change overnight. Please be patient.’ 
I still am surprised at how quickly she managed to learn 
to speak in a language which everyone understands. She 
was good humored, always accommodating. | have never 
seen her behave like a prima donna, as some candidates 
do. 


‘Her only weakness was that she could not get up early in 
the morning. It may have been her low blood pressure. 
Whenever we went to pick her up in the morning, we 
were told that she had just gotten up and was putting on 
her make-up. | recall that on several occasions she was 
not able to give a campaign speech as scheduled in 
support of a local candidate running for a Diet seat.” 


I venture to say that it was extremely fortunate for Ms 
Doi that the trade unions which supported her cause 
were not the large “armies” of the National Council of 
Government and Public Workers’ Unions but, rather, 
the medium-sized and small unions. Support from the 
large government and public workers’ unions or from 
large private industrial workers’ unions would have 
facilitated election campaigning. However, it would be a 
kind of support which would demand that a candidate 
represent their interests and maneuver politically in the 
Diet, accordingly. Ms Doi was free of any such obliga- 
tions. 


I called on Yukio Iwakiri, chairman of the South 
Koshien Self-Government Council and a leader of a 
“movement for opposing the Koshien shore landfill, 
which would create environmental hazards,” to whom 
Dietwoman Doi directed her question during the session 
of the Diet. During my visit, I put the following question 
to him: “Has Dietwoman Doi ever done anything to 
establish a school for Nishinomiya residents or to con- 
struct a bridge?” 


The chairman glared at me and said, ‘You are confusing 
the voters of the Hyogo Second Distric: with those in the 
Niigata Third District."” What he wanted to emphasize 
was the fact that the voters of the Hyogo Second District 
would not dream of demanding that Dietwoman Doi 
repay the voters for their support by political maneuvers 
to promote their interests in the Diet. 


As apparent from these two episodes, Dietwoman 
Takako Doi is not bound by any of the trade unions’ 
selfish designs nor is she the type to repay support by 
promoting purely regional interests to cater to regional 
selfishness. 


A candidate who can set herself free of trade unions’ 
maneuvering and of local residents’ selfishness and can 
concentrate on discussions of constitutional law and 
world diplomacy, and yet can manage to get elected is 
extremely rare among Socialist Party Diet members. It 
can be said that Ms Doi, who has achieved this, is indeed 
a most fortunate and a rare kind of politician. 


The Socialist Party has factions, so-called right and left 
groups. Most Diet members expend a great deal of 
energy worrying about pleasing both factions. Ms 
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Takako Doi, on the other hand, does not have these 
factional fetters, She was involved in the formation of 
“Association of the New Wave Movement"; however, 
this association evaporated before it had a chance of 
becoming a faction. Those affiliated with the Socialist 
Party in Nishinomiya operate without being involved in 
or with the factions, a rare phenomenon in the Socialist 
Party. 


British Prime Minister Thacher is nicknamed the “Iron 
Lady.”’ Chairwoman Doi, then, may be called “Ku 
Lady.” The “ku” in this context does not mean “empty,” 
but rather the Buddhistic meaning of “ku,” namely, 
“space."’ An enormous space which absorbs all voters 
who have abandoned the Liberal Democratic Party is 
formed around Ms Takako Doi, an “unfettered politi- 
cian."’ To understand this is to know why the Socialist 
Party made such spectacular gains in the House of 
Councillors election held in July. 


It is necessary, also, to look back to the 1986 Socialist 
Party Convention and to review the circumstances 
which bestowed the party chairmanship upon Ms 
Takako Doi, a Socialist Party Diet member who does not 
behave in the least like a typical Socialist Party member. 


In the double election held in July 1986, the Liberal 
Democratic Party won 300 Diet seats, and Prime Min- 
ister Nakasone saw himself as being at the height of his 
power. The Socialist Party, which was dealt a crushing 
blow, accepted the resignation of the Central Executive 
Committee chairman and vice chairman, Ishibashi and 
Tanabe. 


The Socialist Party's defeat was caused by its structure. 
The General Council of Trade Uniors of Japan and the 
Nation! Council of Government and Public Workers’ 
Unions, which were the foundations of the Socialist 
Party, became the targets of the Nakasone administra- 
tion reforms. As a result, their power was considerably 
reduced. The National Railway Workers’ Unions, one of 
the biggest support organizations, was shaken badly as a 
result of the partition of the National Railway which 
placed some of the railways under private management. 
In other words, the actual working division, which 
constituted the arms and limbs of the party, was unable 
to move. As the Socialist Party had depended so much 
upon trade unions for both financial and human 
resources, people used to call it “the Political Division of 
the General Council of Trade Unions of Japan.” Then, 
the Socialist Party suffered from the crushing defeat in 
the double election. This defeat accelerated a move, 
under the name of “the unification of the labor front,” to 
dissolve the General Council of Trade Unions of Japan 
amd merge with the National Confederation of Trade 
Unions [Rengo]. Indeed, the Socialist Party had to fight 
for its survival. 


For the Socialist Party, the dissolution of the General 
Council of Trade Unions of Japan meant loss of its 
foundation. If the National Council of Government and 
Public Workers’ Union is to be unified with Rengo, the 
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Socialist Party had no alternative than to go along with 
it. However, what awaits them after such integration is 
the concept of the reorganization of opposition parties. It 
already is a known fact that this entails the idea of 
unification of the Socialist, the Komeito, and the Dem- 
ocratic Parties and Rengo. 


Almost everyone within the Socialist Party doubted 
whether the party could survive. Who would have been 
willing to accept the chairmanship of a party so badly 
shaken? The situation was such that the party might have 
folded at any time. 


For instance, people like Ichiji Nagasu, governor of 
Kanagawa Prefecture, and Takahiro Yokomichi, gov- 
ernor of Hokkaido, would not accept the position. 


In short, Chairwoman Takako Doi was elevated to the 
position of the chairmanship at a time when the political 
bloc of the Socialist Party and the General Council of 
Trade Unions of Japan were gasping for a last breath. 
The truth was that, since no one else wanted the job, the 
party had decided to give it to a woman. This was how 
Ms Takako Doi actually became the Socialist Party 
chairwoman. 


What was expected of Chairwoman Doi was that, being 
a woman, she could, in one way or another, contribute to 
upgrading the image of the Socialist Party; in other 
words, her role was not unlike that of a crowd-pleasing 
panda in a zoo. 


No one wanted Chairwoman Doi actually to direct the 
party. As a matter of fact, she even was told publicly, 
“Anything to do with politics, you should leave it to the 
party's power elite, and to the General Council of Trade 
Unions leaders.” 


We could clearly discern that the party power elite felt 
that the Doi-Yamaguchi setup was merely a temporary 
measure, taken while they watched developments in the 
reorganization of labor and the opposition parties. 
Whether the outcome would be in the form of the 
Socialist Party surviving through all this, or of the ““New 
Labor Coalition Party,” it was clear that they would have 
dearly loved to emerge as the leaders. It was quite 
evident that the — ‘red Ishibashi and Tanabe had no 
desire to stay intl vackground as advisers. People used 
to say about this most brilliant man in the party, “When- 
ever Mr Ishibashi moves, one feels something stirring in 
the air.”’ Mr Ishibashi kept his silence and watched how 
things were shaping up, and then waited for the appro- 
priate time to strike. Mr Tanabe’s “activities,” on the 
other hand, were quite conspicuous. 


For instance, former Secretary General Tanabe is the 
man who had decisionmaking power on the “issue of the 
partition of the national railway for private business 
management.” Like the Liberal Democratic Party’s Vice 
Chairman Kanemaru (at that time), Mr Tanabe was said 
to have a hold on the main pipeline. 
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The National Railway Workers’ Unions which was 
opposed to the private management of the partitioned 
national railway till the last moment, was dissolved and 
replaced by a newly formed “Railway Industry Trade 
Union" which was willing to sign the Management- 
Labor Agreement with the National Railway authorities. 
All this was carried out under the direction of Mr 
Tanabe, Families of those who remained with the 
National Railway Workers’ Unions and were sent to the 
Human Resource Utilization Center appealed to Chair- 
woman Doi “who is a strong defender of constitutional 
law to inspect the conditions of the Human Resource 
Utilization Center which disregards human rights.” 
Although the chairwoman wished to respond to the 
appeal, the party powers prevented her from doing so, 
and the requested inspection never took place. 


This is one of the episodes which tell us that the party 
policy, on the whole, did not reflect what Chairwoman 
Doi wanted done. With the exception of a few Diet 
members who are “inner circle members,’’ Chairwoman 
Doi did not have a powerful faction to support her. Ms 
Masako Goto, who has served as a secretary for the past 
20 years, since the election of Ms Takako Doi to the 
Diet, aptly said, “Male politicians thought that since Ms 
Doi is a woman, even if she does hold the highest office 
of the party, they can manipulate her at will."’ As stated 
by Ms Goto, that did not happen. 


Ironically, what saved Chairwoman Doi were the issue of 
the consumption tax and the disclosure of the Recruit 
scandal. 


The attitude of Chairwoman Doi toward these problems 
was quite straightforward, being that “what is wrong is 
wrong.’’ She repeatedly refused to study the consump- 
tion tax bill, and at a special session of the Diet, as one 
who asked questions representing her party, she focused 
on attacking the Recruit scandal, rapidly revising drafts 
prepared by her office and using them effectively. She 
became angry at the Komeito which participated in 
introducing the consumption tax bill, and even when she 
sat next to Chairman Yano (at that time), she would look 
the other way and would not talk to him. 


I do not believe that this kind of behavior stemmed from 
political judgment. More probably, it was purely a 
straightforward expression of a typically female emo- 
tion. Professionals in politics would say that it is “an 
attitude of amateurs who do not understand politics.” 


As a matter of fact, the party headquarters secretariat 
and the leaders of the major trade unions told her not to 
get involved in any inflexible, academic discussion. They 
were openly expressing displeasure with Chairwoman 
Doi whose political actions were based on her own 
convictions. The SOCIAL CRITIQUES, a magazine 
published by Chairman Yamagishi and others of the 
All-Japan Telecommunication Trade Unions, openly 
criticized Takako Doi, “At the special session of the 
Diet, the Socialist Party has destroyed with its very own 
hand the only weapon available for battling the Liberal 
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Democratic Party, namely, ‘a coalition of the Socialist, 
Komeito, and the Democratic Socialist Parties.’ Using 
her authority as chairwoman of the Socialist Party, she 
has destroyed the relationship which had existed among 
the Socialist, Komeito, and Democratic Socialist Par- 
ties.” “Before the Doi Executive Committee was estab- 
lished, the party chairman and the general secretary were 
responsible for conducting the party's diplomacy. Now 
the general secretary has not been abroad for the past 2 
years, something which had never happened in the past. 
Chairwoman Doi is monopolizing the party's interna- 
tional relations field.”’ 


It is certain that, for the public, Chairwoman Doi's 
assertion, “What is right is right, and what is wrong is 
wrong” is easy to comprehend. Even if she were not 
popular with the party pros, the individuality of Chair- 
woman Doi ended up attracting many voters. 


What comes to mind now is Mr Noboru Baba, who 
became general secretary by the nomination of 
Chairman Askada at the 1982 Socialist Party Conven- 
tion. He was a go-getter and a good person, but did not 
have experience in the management of the party and its 
factions. The ‘“Shinseiken,” to which he belonged, had 
just been formed and did not have the status of a faction. 
Besides, Mr Baba himself was not blessed with large 
financial resources. 


The directives and instructions issued by General Secre- 
tary Baba were ignored by the secretariat at the Socialist 
Party Headquarters. The reason was that those instruc- 
tions did not go through the party factions. The head- 
quarters secretariat belonged to either the right wing 
faction, “Seikoken,”’ or the left wing faction, “Kyokai”; 
and, therefore, unless directives went through the faction 
route, the office would not move an inch even if orders 
came from the secretary general or from the central 
executive committee. (The designations, “the right wing 
Seikoken” or “the left wing Kyokai,” represent merely 
classification categories; therefore, one would be wrong 
if he were to assume that the right wing faction accord- 
ingly would act in accordance with the left-wing princi- 
ples.) 


Faced with a “ferocious attack" on himself, Secretary 
General Baba came to a standstill; and, branded as 
“incompetent,” he was driven out of office in less than a 
year. 


I know that Mr Baba recorded in his “Baba Memoran- 
dum” what happened and how he felt during that period. 


Chairman Asokada, himself, knew how difficult it was to 
control the key personnel of large trade unions such as 
the General Council of Trade Unions of Japan and the 
National Council of Government and Public Workers’ 
Unions. For this reason, when he assumed the party 
chairmanship in 1977, he demanded that he be given 
dictatorial rights rather than the usual authorities of the 
chairmanship. It was part of the system of the official 
election of the chairman and the nomination of its 
executive committee which allowed this. Although Mr 
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Asokada was able to obtain this when he became the 
party chairman, he was, nevertheless, unable to exert his 
leadership. 


With Chairwoman Doi, the situation is slightly different. 
Although the target of all kinds of criticisms, she was able 
to maintain her stand and to insist that her ideas be 
carried out. Why was she able to succeed where others 
had failed? 


The reason lies within the breakdown of the Socialist 
Party which had already taken place; the fact of the 
matter is that the party no longer has a central core to 
provide directions. 


Chairwoman Doi, thus, met the Liberal Democratic 
Party head on, a party shaken by the problem of the 
consumption tax and the Recruit scandal, and suc- 
ceeded, to a certain degree, in swinging public opinion to 
her side. In effect, a “relief pitcher” who was brought in 
on a temporary basis to save the day in an emergency 
situation has succeeded in driving the opponents into a 
corner in a flash. Although her team was happy, an ace 
pitcher, who might very well end up losing his opportu- 
nity to pitch because of her, cannot help having mixed 
feelings. It is no wonder, then, that those with the 
knowledge of what was happening within the party are 
whispering, ‘“The former Chairman Ishibashi did not say 
a word about Doi when giving a speech endorsing a 
candidate for the House of Councillors’ election.” 


Regardless of all this, no one can deny the fact that twice 
as many seats gained by the party in the House of 
Councillors’ election was due to the popularity of Doi. 
We can safely say that the outcome of this election has 
strengthened the authority and the leadership of Chair- 
woman Takako Doi at a single stroke. 


However, for Chairwoman Doi, the crucial period in her 
political career is just beginning. 


First of all, it does not appear that Chairwoman Doi has 
managed to establish a leadership base within the party. 
Although the voices of criticism against Doi will quiet 
down for a while, the headquarters secretariat and trade 
union key personnel are not easy “customers” to sell. 
The chairwoman’s leadership ability in its true sense will 
be questioned somewhat from here on. 


Furthermore, the election victory appeared to have res- 
urrected the dead body of the Socialist Party with a 
single stroke. However, it may turn out that what has 
been resurrected was the Socialist Party with the same 
old tendencies. The victory of the Socialist Party put the 
concept of the reorganization of opposition parties based 
on Rengo in some question, making one feel that 
somehow the original scenario had gone haywire. We can 
easily imagine that the party's power elite, who have 
remained silent, will rise again and exercise their influ- 
ence as in times past. 


There already have been a substantial number of skir- 
mishes between Chairwoman Doi and the old factions 
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over the question of who should run for seats in both the 
upper and the lower houses. 


Determining the identity of a candidate from Saitama 
Prefecture for the House of Councillors seat in the July 
election is one of the examples of the problems. There 
was a movement among a women’s group surrounding 
Chairwoman Doi to endorse a television personality, 
Kotaro Yamamoto, as a Socialist Party candidate from 
Saitama Prefecture. However, the party's right wing 
‘“Seikoken”’ group rallied against this, killing the move- 
ment by sending the party’s chief of the National Move- 
ment Bureau, Hajime Fukada, into Saitama Prefecture. 


Furthermore, over the question of who should run for the 
House of Representatives seat from Tokyo's 4th district, 
the Doi circle and the Seikoken group are said to be waging 
a virtual war, with the former endorsing a woman lawyer 
and the latter .ormer Diet member, Mr O. 


One other pr sblem arising is that of policy. In this House 
of Councillors election, many individuals who were 
completely unknown and who had no political experi- 
ence have been elected riding on the popularity of Doi. 


How to control three completely different elements, viz., 
many amateur citizen politicians centering around a 
large number of women whose political instincts and 
predilections are completely alien to those of politics- 
oriented members of the Socialist Party; the party head- 
quarter's secretariat groups, who are pressed into pro- 
viding policymaking professional abilities; and the key 
trade union groups supporting the Socialist Party which 
are being shaken up in working out the problem of 
reorganization of the labor front with all the various 
interest groups—this is the question which, no doubt, 
will be put to Takako Doi’s Executive Committee, which 
achieved an increase in the number of the Diet seats 
gained in the House of Councillors’ election. 


By the reversal of the ratio of conservative versus pro- 
gressive elements in the House of Councillors brought 
about by the election, the concept of the opposite parties’ 
confederation government began to be discussed once 
again as something which can be achieved. However, the 
Liberal Democratic Party, always critical of what it 
believes to be the question of ability of the Socialist 
Party in the area of policymaking, asks, “Does the 
Socialist Party really have an policy-planning capabili- 
ties it can use once it has taken over the government?” 


A man who once participated in the policymaking task of 
the Socialist Party commented, ““Those who made the 
significant policies of the Socialist Party were the Head- 
quarter Planning Bureau. When Yuji Soga and Eietsu 
Morinaga were in the Central Executive Committee’s 
Planning Bureau, | grant you there were a lot of people 
who were critical of them, but they put their lives on the 
line to achieve what they believed to be right. They were 
professionals. The term, “unarmed neutality,“ was 
coined by the planning bureau of that time. In the 1963 
House of Councillors election, the Socialist Party suf- 
fered a crushing defeat, which allowed the Communist 
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Party and the Komeito to rise, thus ending the period of 
the two-major party system involving the Liberal Dem- 
ocratic and the Socialist Parties. At that time, at a 
planning meeting, people debated hotly over the ques- 
tion of how the Socialist Party's identity should be 
formed. It was there that Mr Eietsau Morinaga suggested 
the concept of “unarmed neutrality,” and, after much 
discussion, the party had decided to adopt it. 


‘The Secretariat at this time was strongly self-confident, 
believing that they were the policymakers of the Socialist 
Party, even if this belief created problems at times. 
However, in recent times, the party headquarters secre- 
tariat staff has turned into a group of salaried men. Even 
when a planning meeting is held, a person in charge will 
leave the meeting if he has a private matter to attend to, 
saying ‘I have an errand to do, so I am afraid I will have 
to leave,’ this occurring midway in the meeting. How can 
a person like that accomplish all the tasks? A person 
engaged in the formulation of a country’s policies must 
be, above all, a man of passion and mettle. 


On this point, the Socialist Party’s former member of the 
House of Councillors, Mr Shizuo Wada, had this to say, 
‘*‘What political modernization means is the conduct of 
relevant debate so that voters can decide which policy of 
available alternative choices is better, and can choose the 
kinds of policies candidates for political office should 
pursue. Unfortunately, even in our party, the number of 
Diet members able to debate policy issues effectively is 
dwindling. If a politician is riding only on a popularity 
boom, it will be difficult for him to hold office for any 
length of time. I feel that the most urgent task facing the 
Socialist Party is the creation of a serious policy group.” 


The third point has to do with the problem of how to 
reconcile contradictions existing within the Socialist 
Party as a result of the overwhelming victory scored in 
this election In the House of Councillors election, the 
Socialist Party was able to receive a wide range of 
support from the electorate. The other side of the coin is 
that, as a result, the party has taken on a spectrum of 
widely varied and conflicting voter demands. 


For instance, we all know that the biggest factor respon- 
sible for the sliding defeat of the Liberal Democratic 
Party in this election was brought about by the uprising 
of agrarian voters who, in the past, had patiently sup- 
ported the Liberal Democratic Party. 


In other words, we can safely say that the victory of the 
Socialist Party was achieved thanks to the ‘farmers’ 
rebellion.” 


The Socialist Party, which was regarded as “the political 
party of trade unions,”’ now must consider seriously the 
farmers’ demands—a situation with which the party is 
totally unfamiliar. 


On the other hand, Rengo is mainly based on the trade 
unions of the major private corporations. Needless to 
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say, regarding agricultural issues, they are for the liber- 
alization of agricultural products and for making a 
strong demand for reducing what consumers must pay 
for rice. 


Standing between two groups with opposing demands, 
the Socialist Party may wind up being pulled in two 
directions at the same time. The environmental faction 
which opposes atomic power generation will pull the 
party in one direction, while trade unions of the power 
companies which accept the use of nuclear fuel as a 
legitimate alternative will intensify efforts to pull the 
party in the opposite direction. 


To deal with these conflicting issues, a method should be 
devised so that the opposing interests can be reconciled 
by means of open debates and a consensus created, based 
on the debate. 


Without policy debate, the party aspiring to become a 
ruling party will not be able to generate enough energy to 
achieve its goal. 


My feelings are that the Socialist Party should not avoid 
debates either within or outside the party on issues of 
governing simply because its members are afraid to bring 
back the futile debates of the Association of Socialist 
versus anti-Association of Socialists which led to its 
previous problems. Rather, I would expect that Chair- 
woman Doi would suggest holding a national debate on 
government issues. 


When the strong possibility of an opposition party taking 
over the government became evident as a result of the 
outcome of the House of Councillors’ election, opposi- 
tion parties, including the Socialist Party, found them- 
selves totally unprepared for such an eventuality. Should 
this happen, then they will be asked to initiate a discus- 
sion on the conceptualization of the government as one 
having a national basis in accordance with what the 
people wish and request. I feel that Socialist Party 
Chairwoman Doi should tell the people how she is 
preparing for her party's takeover of the government. 


Nevertheless, the decisive election victory she has 
achieved for the party amounts, figuratively speaking, to 
nothing more than having passed the turning point as if 
she were a top runner in a marathon race. A winner is yet 
to be decided. 


For the Socialist Party, the reversal of positions of the 
progressive and conservative parties resulting from the 
House of Councillors’ election may be the first and the 
last chance for the opposition party to challenge the LDP 
government. Will Chairwoman Doi be able to capitalize 
upon this opportunity? 


Paper Views Competition Among JSP Candidates 
OW 2211192889 Tokyo ASAHI EVENING NEWS 

in English 21 Nov 89 p 7—FOR OFFICIAL USE 
ONLY 


{[Unattributed ‘Political Spectrum” column article: 
“JSP Candidates Vying With Each Other’’] 
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[Text] The Japan Socialist Party is putting up more than 
one candidate in the same constituency in the next 
Lower House election. This is a radical departure from 
the past practice for the No. | opposition party, although 
it has always been the case with the ruling Liberal- 
Democratic Party. 


Under Japan's constituency system in which three to five 
seats are normally allocated per electoral district, a party 
must field more than one candidate to gain or stay in 


power. 


In August, the JSP adopted a plan to run 180 or more 
candidates to capture a combined majority with the 
Other opposition parties in the Lower House. The 
strategy entails putting up more than one JSP candidate 
per constituency in some of the nation’s 130 electoral 
districts. 


‘There is nothing to worry about the election of the LDP 
candidates. So help me this time, if only this time.”’ With 
these words, JSP incumbent Yasuo Yamashita, 47, is 
asking company presidents for support in the No. 2 
Constituency of Gifu Prefecture. “Allow me to absent 
myself from the Diet because my rival, can campaign 
every day,” he tells senior JSP executives. 


Yamashita’s intraparty rival is Shinzo Takenouchi, 56, a 
member of the Takayama Municipal Assembly. The past 
elections have been almost routine in the Gifu constitu- 
ency, with its four seats regularly taken by three LDP 
politicians and a JSP member. Takenouchi, entry has 
suddenly intensified the race. 


The JSP chose 49 constituencies to implement its plan to 
field more than one candidate per electoral district. 
Among the chosen categories are constituencies where 
LDP lawmakers involved in the Recruit stocks- 
for-influence scandal hold seats and those with four or 
five alloted seats where JSP incumbents have been 
elected to the Lower House four times or more and other 
opposition candidates are those of the Japan Communist 
Party. 


Candidates have been named for only six of the 49 
designed constituencies. The No. 2 Constituency of Gifu 
Prefecture is among the six. In addition, two JSP candi- 
dates are running in 15 constituencies which are not 
covered by the |180-candidate plan. 


It has become a certainty that two JSP candidates will 
not be put up in 28 of the 49 designated constituencies. 


Fears that putting up one more candidate may result in 
the failure of both candidates and the difficulty of 
finding promising candidates are working against the 
180-candidate plan. As a result, many JSP members feel 
that the party will end up with about 160 candidates. 


In the No. 2 Constituency of Gifu, Takenouchi, the rival 
of incumbent Yamashita, sounds confident of the out- 
come of the intraparty competition. “Look at the LDP. 
The intraparty rivalry will increase the total number of 
votes for the JSP,” says Takenouchi. “If we are content 


FOR OFFICIAL USE ONLY 


FOR OFFICIAL USE ONLY 


FBIS-EAS-89-226 
27 November 1989 


with one seat, the proposed opposition coalition govern- 
ment will never materialize.” 


Takenouchi had been calling for fielding two candidates 
long before the 180-candidate plan was adopted. 
‘Adherence to one JSP seat will not bring progress,” he 
told a convention of the party's Gifu prefectural chapter 
on April 19. 


Policy differences between the JSP’s right and left wings 
are said to be at the root of Takenouchi’s contention. He 
belongs to the left wing, viewing himself as the local 
successor of the late Kenjiro Tate, former chairman of 
the JSP Diet Policy Committee, who retired from poli- 
tics Six years ago. 


Takenouchi’s idea was boosted when a landslide victory 
in the July Upper House led the JSP to aspire to coming 
to power by winning a combined opposition majority in 
the Lower House too. Yamashita had no choice but to 
agree to his running. 


Each of them now says he must get more votes than the 
other. 


Two JSP candidates are also running in the No. 2 
Constituency of Mie Prefecture, which adjoins Gifu, in a 
“pincers movement” against former Chief Cabinet Sec- 
retary Takao Fujinami, who has been indicted on bribery 
charges in the Recruit scandal. 


With 72-year-old incumbent JSP lawmaker Kenjiro 
Kadoya retiring, former Upper House member Togo 
Itakura, 59, is pitted against Satoshi Ishii, 51, a JSP 
member of the Mie Prefectural assembly, in the four-seat 
electoral district. Just like in the No. 2 Constituency of 
Gifu, the four seats have so far been shared by three LDP 
members and one JSP politician. 


New Leaders of Trade Union Congress Selected 


OW1611011289 Tokyo JIJI in English 1251 GMT 
15 Nov 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, Nov. 15 (JIJI PRESS)}—Akira Yamagishi, 
the leader of the Union of Nippon Telegraph and Tele- 
phone Corp. (NTT) Workers, was Wednesday chosen as 
the first president of what labor leaders hope will become 
Japan’s most powerful labor congress representing both 
public- and private-sector workers. 


At a meeting of a panel to select members of the 
Japanese Trade Union Confederation (JTUC) leader- 
ship, Seigo Yamada, secretary general of the Japanese 
Private Sector Trade Union Confederation (Rengo), was 
appointed JTUC secretary general and Mitsuharu 
Warashina, a Rengo deputy president, deputy president 
at the new labor body. 


The JTUC will come into being at an inaugural meeting 
on Tuesday. 


Rengo, established in November 1987 with the merger of 
major trade unions, will be reorganized into the JTUC 
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Tuesday with the incorporation of the General Council 
of Trade Unions (Sohyo), covering public-sector 
workers. 


Wednesday's decision cleared the last hurdle for inaugu- 
rating the new labor congress after many years of hard 
negotiations among labor groups with conflicting inter- 
ests. 


The three highest ranking posts of the JTUC will be 
divided among Sohyo and the two major organizations 
that disbanded when Rengo was set up—the Federation 
of Independent Unions (Churitsu Roren) and the Japa- 
nese Confederation of Labor (Domei). 


Yamagishi, 60, has served the post of president of Japan 
Telecommunications Workers’ Union, which organizes 
NTT workers, since 1982. He represents Sohyo. He is 
also deputy president of Rengo. 


Yamada, 59, is former vice president of the Japanese 
Federation of Textile, Garment, Chemical, Mercantile 
and Allied Industry Workers’ Unions. He comes from 
the Domei group. 


Warashina, 58, has been present of Churitsu Roren until 
its dissolution in November 1987. 


Article Marks Birth of Union Confederation 


OW2211051189 Tokyo THE JAPAN TIMES in English 
21 Nov 89 pp 1, 3—FOR OFFICIAL USE ONLY 


[Article by staff writer Tai Kawabata: “Shin Rengo’s 
Birth Ends Time of Division for Labor’’] 


[Text] Today marks the advent of a new era for Japan's 
labor movement. 


For it is the day on which Sohyo—the 39-yer-old General 
Council of Trade Unions of Japan, which played a 
leading role in the country’s labor, peace and pro- 
Constitution movements and was once Japan's largest 
labor organization—officially ends its existence. 


It is also the day on which Rengo—the 5.5 million- 
member Japanese Private Sector Trade Union Confed- 
eration, inaugurated only 2 years ago—is being trans- 
formed. Rengo is absorbing 2.5 million public sector 
unionists, mostly from Sohyo, to become the 8 million- 
member Shin Rengo, or Japanese Trade Union confed- 
eration. 


The labor group will embrace 65 percent of Japan’s 12.3 
million organized workers and rank as the non- 
Communist world’s third-largest, after the AFL-CIO of 
the United States and the TUC of Britain. 


Larger than Sohyo in its peak years in terms of both the 
number and percentage of workers embraced, Shin 
Rengo thus springs into the forefront of Japan's labor 
movement configurations. 
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Composed of 78 unions, it will exclude unions it regards 
as being close to the Japan Communist Party and, in 
principle, rule out all cooperation with the JCP. 


Today also sees the formation of the 1.2 million-member 
Zenroren (Japan Confederation of Trade Unions), which 
opposes Shin Rengo’s policy and stresses the class- 
struggle side of the labor movement. 


On Dec, 9 still other groups opposing Shin Rengo will 
form the 500,000-member Zenrokyo, or National Trade 
Union Council. 


Minoru Toyota, deputy secretary general of Rengo, 
called Shin Rengo’s birth an “epoch-making event.” “It 
means the coming true of Japanese workers’ earnest wish 
to unite themselves under one nationwide labor organi- 
zation—the start of a new history for Japan's labor 
movement.” 


Division, confrontation 


Japan's postwar labor movement has been characterized 
by divisions and confrontations along ideological lines. 


In July 1950 Sohyo was formed by unions critical of the 
JCP. Some 55 percent of organized labor joined its 
ranks. 


In March 1951, Sohyo turned to the left when it decided 
against joining the International Confederation of Free 
Trade Unions [ICFTU], an organization of West bloc 
labor unions. It also adopted a pacifist line and opposed 
the presence of U.S. military bases in Japan and the 
nation’s rearmament. 


In 1954, rightwing unions opposing Sohyo’s politiciza- 
tion formed Zenro, a predecessor of Domei (the Japa- 
nese Confederation of Labor). 


In the political sphere, the moderate Democratic 
Socialist Party split from the Japan Socialist Party in 
1960 over the revision of the Japanese-U.S. security 
treaty. That year also saw the historic Miike coal mine 
labor dispute. 


Domei was formed in 1964, and a clear division in 
Japan's labor movement set in. there were four nation- 
wide labor organizations: Sohyo, close to the JSP; 
Domei, close to the DSP; Churisturoren (the Federation 
of Independent Unions); and Shinsanbetsu (the National 
Federation of Industrial Organizations). 


When Rengyo was formed in November 1987, domei 
and Churisturoren were disbanded. Shinsanbetsu was 
disbanded in October 1988. 


The formation of Shin Rengo and the dissolution of 
Sohyo spells an end to the division among the four 
organizations. 


Pursuing democracy 


Toyota said Shin Rengo’s basic stance is to “pursue 
social democracy with the market economy at its base 
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and to establish democracy in every sphere, such as 
politics, the economy, and cultural life.” 


To make clear its international ideological line, Shin 
Rengo will join the PCFTU. 


“We do not hesiate to make the necessary compromises 
with management in so far as it does not bend our 
principles as a labor organization,” Toyota said. “We 
will never sell our soul,” 


One of Shin Rengo’s major goals is to bring about 
political change in Japan. 


In the July Upper House election, Rengo ran 12 candi- 
dates, 11 of whom were elected. The party's wins con- 
tributed to the opposition forces’ acquisition of a 34-seat 
majority in the chamber. 


“We would like to help construct a political force that 
can take over the Government from the LDP,” Toyota 
said. ‘It will be a left-of-center bloc. In be a left-of-center 
bloc. In the long run, we envision putting together the 
JSP, Komeito, the DSP, the Social Democratic Federa- 
tion, and the liberal elements of the LDP.” 


In the coming Lower House election, Shin Rengo will 
run candidates in constitutencies where the JSP, 
Komeito, or the DSP will have difficulty running their 
own candidates, according to Toyota. 


Most urgent demands 


Toyota's list of Shin Rengo’s most urgent demands are: 
ensuring equity in tax reform; rectifying high price 
levels, including prohibitively high land prices; and 
improving the pension system. 


Commenting on Shin Rengo’s policy line, Kanemichi 
Kumagai, head of the secretariat of the preparatory 
committee for Zenroren, said: 


“Since around 1980 we have been calling for the estab- 
lishment of a nationwide labor organization that fights 
from the viewpoint of class struggle. The formation of 
Shin Rengo, which does not accept unions that are 
against joining the ICFTU, cannot be termed a real 
unification of the labor front. It is unification along the 
anti-Communist line.” 


Zenroren’s platform calls for abolition of the Japanese 
U.S. security treaty—one of the points that distinguishes 
it from Shin Rengo. 


“Behind the current economic restructuring process is 
the Japanese-U.S. security treaty setup, in which Japan is 
subordinated by the U.S.,"’ Kumagai said. “The U.S.’s 
military buildup is causing its twin deficits, which in 
turn are causing economic friction with Japan and 
hardship for Japanese workers.” 


Kumagai accused major industries’ labor unions, which 
are member unions of Shin Rengo, of cooperating with 
rationalization programs. 
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“Work at workplaces has become intense and long 
through rationalization, and many workers are dying of 
overwork, Zenroren will fight against rationalization,” 
he said. 


The JCP has made it clear it will cooperate with Zen- 
roren on specific demands if the two organizations agree 
on the need for and the mode of cooperation. 


Zenokyo, being formed next month, will be a loose 
liaison organization for joint struggle among unions, 
unlike Shin Rengo and Zenroren, which are highly 
structured. Its leaders and ideologues are close to the 
JSP’s leftist factions. 


Centralized structure 


The Zenrokyo leaders suspect that Shin Rengo will have 
a centralized structure and therefore will not be very 
responsive to demands from rank and file workers. 


Akira Iwai, a former Sohyo secretary general and one of 
Zenrokyo’s ideologues, said: 


‘*‘We pursue a democratic mass movement. We must not 
limit our activities to wage raises and the shortening of 
work hours. The important thing is to respond to the 
anger and dissatisfaction of individual workers at their 
workplaces and to express these feelings in the form of 
union struggle.” 


Tamio Miyabe, chairman of Zenroren’s preparatory 
committee, said: 


“We regard Zenroren as a sectarian group and doubt that 
it can expand its sphere of influence. We at Zenrokyo 
would like to expand the sphere of joint struggle, not 
only at workplaces but also in the community.” 


For the time being, Zenrokyo’s primary task will be to 
secure reinstatement for members of the National 
Railway Workers’ Union (Kokuro) who suffered 
employment discrimination when the Japanese National 
Railways were privatized and divided in 1987. 


As Japan’s new labor movement takes form, all the 
organizations must face the fact that only 27 percent of 
the nation’s labor force of some 46 million is organized. 


Rengo’s Toyota explained that an increase in the number 
of service industry workers, temporary workers, and 
part-timers has made it difficult for unions to organize 
labor. 


Zenroren’s Kumagi is convinced that workers will start 
joining unions if the latter become combative. 


How attractive the labor organizations will be to unor- 
ganized workers will be one gauge of the effectiveness of 
the organizations. 
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Trade Union Confederation Adopts Action 


Program 
OW2211035589 Tokyo JPS in English 0929 GMT 
21 Nov 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo Nov 21 JPS—The inaugural convention of 
the National Confederation of Trade Unions (Zenroren), 
the militant national center of the Japanese workers 
movement, held on November 21 at Hibiya Public Hall, 
Tokyo, adopted its action program, the text of which 
follows: 


ram of the 


For a Bright, Hopeful Future—Action 
nroren) 


National Confederation of Trade Unions ( 


On November 21, 1989, the National Confederation of 
Trade Unions (Zenroren) was established to meet the 
genuine expectations of the working people. 


The major aim which is the basis all action by Zenroren 
is to unite the workers and the people to fulfill their 
historic role, to bring about the workers’ just demands 
for a bright and hopeful future for all working peop): 


The one hundred year history of the Japanese labor 
movement is one of fierce struggles for workers’ human 
dignity, for peace and democracy, and for social 
progress. 


In the pre-war era, during the unprecedented tennoist 
(imperial) system and militarism, the Japanese workers 
and trade unions continued their struggle for a life 
worthy of human beings, and against the war of aggres- 
sion. But the cruel repression at that time forced the 
workers and all other sections of the people into the war, 
or jailed them under the public security maintenance 
law. During those days of hardship, all spontaneous 
trade unions were suppressed. Leaders of the trade 
unions who willingly submitted to state power changed 
the trade unions into the “patriotic industrial associa- 
tion,”’ which was an organization for labor-capital col- 
laboration to promote of [as received] the wars of 
aggression. 


After the end of World War II, encouraged by the victory 
of the international anti-fascist united forces, there was 
an upsurge to reconstruct the Japanese trade unions 
which swelled up under the new Japanese Constitution. 
The struggle for a way out of starvation and for democ- 
racy developed like a strong tidal wave, and was seen in 
the attempt for the “February | general strike” (in 1947). 
But the U.S. occupation forces plus Japanese reaction 
relentlessly oppressed the militant workers and trade 
unions. They deprived government and public workers 
of fundamental rights, forced large-scale “‘rationaliza- 
tion” and massive sackings using the frame up in the 
‘**Matsukawa case”’ (in 1949) they operated an anticom- 
munist purge. [sentence as received] (Note: Matsukawa 
case: A cargo train was derailed in August 1949 and 
communist workers were arrested as criminals. After a 
protracted court struggle, with support from a wide 
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section of the people, the defendants, who faced the 
death sentence or other heavy penalties, were finally 
judged innocent—ed.) Influenced by anticommunism, 
some of the trade union leaders split the trade unions, 
and cooperated in the oppression. 


In spite of the oppression, struggles by workers and trade 
unions continued against the Korean war and U.S. 
military bases, and for the prohibition of atomic and 
hydrogen bombs. They waged spring struggles, at Mitsui 
Miike coal mines, against the Japan-U.S. Security Treaty 
in 1960, against the U.S. war of aggression against 
Vietnam, and for the return of Okinawa (from U.S. 
military rule) to Japan. They struggled to bring into 
being progressive local governments. Their struggles 
were for improving of the living conditions of the 
working people, for their rights, and for peace and 
democracy. 


With the two “oil shocks” since 1973 as the trigger, the 
contradictions in Japan’s political and economic system 
burst out. The government and business circles, who saw 
this as a serious crisis for themselves, further consoli- 
dated the position of Japan being in the Western camp. 
The promoted policies which shifted the burden onto the 
workers and the people, with an “economic structural 
adjustment” and an “administrative reform” in line 
with the ad hoc commission of administrative reform, to 
attempt to resolve the contradictions. At the same time, 
being afraid of a possible counterattack by the workers 
and the people, and in order to contain them, they made 
a concerted effort to attempt to undermine and split the 
labor movement. 


Forces from those trade unions which supported these 
reactionary policies and collaborated with them pushed 
ahead to realign the labor movement, under the guise of 
“total unification,”’ but actually screened and excluded 
militant workers and some trade unions. 


We resolutely reject this. With a view to safeguarding the 
interests of the working people, we have established 
Zenroren (National Confederation of Trade Unions) as 
the national center of militant trade unions. 


Carrying on the positive militant tradition of the Japa- 
nese labor movement, Zenroren (National Confedera- 
tion of Trade Unions) will make all efforts to materialize 
the demands of the workers and the people of all strata, 
which have become keener and sharper. 


Unity for materialization of a demand and the “strength 
of majority” in united struggle is the only social power 
that the workers have. 


All Japanese workers number over 45 million today, and 
organized workers total over 12 million, forming the 
largest social strength. In order to bring this “strength of 
majority” into full play, to the extent worthy of the 
majority, needs the formation of a great unity for mate- 
rialization of common demands. 
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Anticommunism and labor-capital collaborationism by 
trade unions, and support or exclusion of a specific 
political party, work as an obstruction to unity of 
workers and the labor front, and form the greatest 
obstruction preventing the “strength of majority” from 
being brought to a full swing. 


What is imperative now is to return to the original 
starting point of a trade union, that is, a birth was 
brought to it as an organization of spontaneous and 
permarent unity of workers to materialize their 
demands, irrespective of differences in thought and 
creed. 


We maintain the three principles, that is, ‘independence 
from capital,’ “independence from a political party” 
and “unity of action for a common demand,” which are 
the maximum guarantee for the workers’ unity. 


Zenroren (National Confederation of Trade Unions) is 
composed of national industrial unions and prefectural 
organizations which, at a local level, unite trade unions. 
It will develop national struggles in combination of 
struggles by industrial unions and struggles at local 
levels. 


Zenroren is to struggle for the realization of the following 
basic goals: 


1. The attainment of workers’ keen demands such as 
substantial wage increase, the guarantee of a nationwide 
uniform minimum wage, shorter working hours, rejec- 
tion of “rationalization,” security of employment, 
improved status for working women, catchup to the 
standards of ILO [International Labor Organization] 
and other international labor standards. 


2. The realization of national demands such as oppcsi- 
tion to the line of arms buildup and of the administrative 
reform in the ad hoc council course, improved social 
welfare system, abolition of the consumption tax, oppo- 
sition to liberalization of rice, agricultural and livestock 
products, rehabilitation of such primary industries as 
agriculture, forestry, fishery and coal industry, and more 
funds in overhead capital related to living. 


3. Secured democracy at workshops, wiping out unfair 
labor practices and the full warrant for workers and trade 
unions to the right to organize, to collective bargaining 
and collective action. 


4. Elimination of all discriminations because of social 
status, race or nationality, the guarantee for all people 
the fundamental human rights including the equality of 
the sexes. 


5. The defense of freedom of association as well as 
speech, press and other forms of expression, the estab- 
lishment of democratic education, and well- 
development of culture and sports. 
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6. The establishment of democratic regulation on big 
monopoly enterprise, promotion of small and medium 
business, trade on the footing of reciprocity and equality 
and economic democracy, tax system in the people’s 
interests, public administration and finance of democ- 
racy, efficiency and fairness, and local self-government 
on these principles. 


7. To organize the unorganized workers and to get all 
workers and trade unions united in a united labor front. 


8. The opposition to making tenno (emperor) head of 
state, revision for the worse of the Constitution, reac- 
tionary moves in the judicature: the defense of the 
democratic provisions of the Constitution, revision of 
the Political Fund Control Law, incorporating in the law 
the prohibition of fund donations from enterprises and 
Organizations, and the establishment of a democratic 
election system, including the giving of voting rights at 
18. [sentence as received] 


9. The abrogation of the Japan-U.S. Security Treaty, the 
withdrawal of the U.S. military bases, the making into 
law the three non-nuclear principles, and the enactment 
of a hibakusha (A-bomb sufferers) relief law. 


10. The formation of a united front aimed at the realiza- 
tion of politics and economy in the people’s interests, 
and a non-nuclear, non-aligned, neutral and democratic 
Japan. 


11. Prevention of nuclear war, the elimination of nuclear 
weapons, dissolution of all military blocs, the establish- 
ment of a new international economic order devoted to 
a lasting world peace and to the respect of national 
sovereignty, and preservation of environment of the 
earth. 


IV. 


Zenroren is to proceed with its activity on the following 
basic points: 


1. Practice to the full of democratic unionism based on 
the principle of ‘‘all-hand decision, all-hand struggle,” 
and the guarantee to the members free expression of 
opinion on all the activities of Zenroren. 

2. The firm maintenance of a complete independence 
from capital (enterprise), the government and political 
parties. 

3. No support nor exclusion of a specific political party. 
The guarantee for the members the freedoms of thought, 
creed, political support and political activity. The pro- 
motion of cooperation and common action with political 
parties on agreed demands and tasks. 

4. To take care for an advance in industrial united 
struggle taking its basis on individual workshops with a 
view to overcoming ‘he weaknesses of in-shop unions, 
and strengthening regional struggles. 

5. The well-adjustment between industrial struggles and 
regional struggles, leading to the organization of a 
national united struggle. 
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6. The correct linkage between economic and political 
struggles in proceeding with movements. 

7. A close relation of friendship and solidarity with those 
trade unions that are not affiliated with Zenroren and an 
advance of common struggle with such unions. 

8. The promotion of a common struggle for the realiza- 
tion of the demands of all workers, including unorga- 
nized workers, and of the people, and of activity of 
friendship and solidarity with organizations of coopera- 
tives unions. 

9. The attainment of tasks in systems and policies related 
to the rights and living of the workers and the people 
through negotiations with the government, the manage- 
ment and economic organizations. 

10. Positive political proposals from independent posi- 
tion and the promotion of education and welfare for 
workers. 

11. No affiliation, for the time being, with any interna- 
tional organization. The promotion of international sol- 
idarity with workers in the world from the position of 
‘workers of the world, unite,’ and beyond differences of 
social system. 


Editorial Views Founding of New Labor 
Movement 


OW2311050189 Tokyo ASAHI EVENING NEWS 
in English 21 Nov 89 p 3—FOR OFFICIAL USE 
ONLY 


[ASAHI SHIMBUN 21 November editorial: “New 
Labor Movement’’] 


[Text] Japan’s organized labor movement was recog- 
nized after the country’s defeat in World War II. Sohyo, 
which represented the postwar labor movement, was 
forced to disband because the support it once enjoyed for 
policies based on the ideology of class struggle is gone. 


From seeking a revolution to seeking change within the 
system is a path blazed by many unions in the developed 
countries of Western Europe. Will there emerge on that 
path an administration formed by a coalition of opposi- 
tion parties? There are great expectations for change in 
the political arena. 


But considering the magnitude of the possible change, 
there appears to be little expression of excitement and 
hope for the new era. This is because unions formed 
around corporations, which is characteristic of this 
country, have no direct relations with the national labor 
movement. There is a strong sense of loyalty to 
employers in the unions, many of which operate out of 
the companies’ offices. Unionists and labor leaders must 
come up with measures to make use of the good points 
and reduce the negative points of the system. 


Therefore, the leaders must clearly show a direction or 
an objective so that these unions can actively involve 
themselves in the labor movement. 


For this, we would like to look closely at some of 
Shin-rengo’s plans. The organization cities 10 objectives 
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as the pillars of the next two years of its movement. 
Among the objectives, mapping Japan’s course is the 
very issue that this country, which has become an 
economic power, is being confronted with. 


We give full support to their strong desire to cope 
squarely with the issue from the point of view of working 
people. The problem before them is how they can 
implement it. Many times in the past there were gaps 
between their printed slogans and their actual activities. 
They need to reflect on that. 


Working closely with its think-tank, Rengo Research 
Institute, Shin-Rengo promises to show clear visions of 
the nation’s future—society and the economy toward the 
2ist century, the development of industries and local 
regions and the search for happiness in family life. The 
Organization also envisions implementing a ‘“‘compre- 
hensive welfare plan” as an alternative to the govern- 
ment’s pension and medical reform plan. We welcome 
such initiative. 


A new era dawns on the labor movement. The once 
powerful General Council of Trade Unions (Sohyo) is 
dissolved and the huge Japan Trade Union Confedera- 
tion (Shin-rengo) is to be inaugurated Tuesday, com- 
prised of major public-and private-sector unions. The 
leftist National Federation of Trade Unions (Zenroren) 
is also to be formed in opposition to Shin-rengo. The 
labor movement will function within this framework in 
the 1990s and beyond. 


It is a difficult time for unions and labor leaders. A 
society based on industrial activity has evolved into one 
that appears to cherish “knowledge” more than ever. 
Thus the very existence of unions, whose activities 
center around the workplace, is at stake. Wearing head- 
bands and waving red flags, once common among 
serious unionists, is now out of style. 


The storm of liberation sweeping through Eastern 
Europe that is about to break the thick wall separating 
the East from the West is also greatly influencing this 
country’s labor movement. It seems that just a fraction 
of the people seek a revolution in the country that has 
become the No. 2 economic power in the world. It is only 
natural that a majority now seek changes within the 
system. 


But before it creates all those plans, its leaders should 
seek discussions with rank-and-file union members as 
much as possible. Unless they make an honest effort, 
their policies will not get unanimous support from the 
membership. 


It will take a little more time for the new picture of the 
labor movement to emerge. In particular, there are many 
unions like the All Japan Prefectural and Municipal 
Workers’ Union and the Japan Teachers’ Union that are 
certain to face strife between the left and the right for 
more membership from now on. 


FBIS-EAS-89-226 
27 November 1989 


On the other hand, there is an apparent phenomenon in 
unions throughout the country. If this is the case, labor 
leaders should show clearly to union members and others 
what this struggle is about. For an organization that 
brings together people with different ideas, it is the right 
course to begin everything with thorough talks. 


It is natural that union members differ in their opinions. 
Whether union leaders can vitalize their organizations 
by using those differences is the task every union and 
labor leader has to shoulder in the new era regardless of 
their ideologies. 


Political Impact of New ‘Super Union’ Uncertain 


OW 2311044089 Tokyo THE JAPAN ENCONOMIC 
JOURNAL in English 25 Nov 89 p 7—FOR OFFICIAL 
USE ONLY 


[‘‘Political Analysis” column article by Shigeru Wada, 
JAPAN ECONOMIC JOURNAL staff writer: ‘Political 
Clout of New Superunion Uncertain”’] 


[Text] If bigger is better, Japan’s labor unions could be 
entering their golden age. The Nov. 21 merger of three 
major unions creates a formidible political entity of 8 
million workers, or nearly two-thirds of the unionized 
work force in Japan. 


The new union, known as the Japan Trade Union 
Confederation, or Rengo, combines the forces of the 
left-leaning General Council of Trade Unions of Japan 
(Sohyo), center-left Japanese Confederation of Labor 
(Domei) and Federation of Independent Unions of 
Japan (Churitsu Roren). 


Sohyo represented public workers, while Domei encom- 
passed the textile and electric power industries. Churitsu 
Roren’s stronghold was the electric machinery industry. 


Political Impact 


“I am sure that the unification will have a great impact 
on both society and politics in Japan,” says Kozo Okabe, 
director general of the Labor Ministry. 


In the last election of the Upper House July 23, Rengo 
candidates won |! seats, displacing members of the 
ruling Liberal Democratic Party [LDP] in cooperation 
with the opposition camp. 


However, Rengo, while still running some of its own 
candidates, will not be as vocal in the Lower House 
election, which could be held as early as January. The 
union will leave the politicking to its affiliated unions 
until it can work out a coordinated policy, sources say. 


Times have been tough for the labor movement. Manu- 
facturing and transportation industries, traditional 
breeding grounds for unions, are losing some of their 
economic clout to rapidly growing service industries, 
where union organization has proven difficult. 
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Labor leaders have long believed that unification would 
help reverse the declining forces of the unions, but in 
order to do so they first had to purge hardliners from 
their membership rolls. 


Consequently, the left-wing faction of Sohyo took up 
residence with the Communist Party-led National Con- 
federation of Trade Unions, which is expected to gather 
1.4 million workers, and the National Trade Union 
Council, which has 400,000 members and is backed by 
the extreme leftist faction of the Japan Socialist Party. 


Jinnosuke Ashida, vice president of Rengo, said, “‘The 
opposition parties should take similar action—unite 
without the Communists.” 


Uphill Battle 


But Rengo will have to fight an uphill battle in order to 
regain the lost glory of Japan’s labor movement. A Labor 
Ministry survey shows that the ratio of workers joining 
trade unions declined to 27.6% in 1987, down 18.6 
points from 1950. Rengo’s goal of restoring that figure to 
30% seems optimistic, say analysts. 


Also, political observers say Rengo will have a tough 
time formulating a consistent policy platform, taking 
into consideration the wide spectrum of viewpoints 
within the organization. 


Rengo also has to face its limitations in pursuing polit- 
ical change. For example, its public sector faction wants 
to abolish nuclear power generation, while the private 
faction, most notably the electric power industry 
workers, advocate its peaceful utilization. 


Election Outlook 


Rengo’s plan to run its own slate of candidates in the 
next election was not welcomed with open arms by some 
of the opposition parties, especially the Democratic 
Socialist Party, which suffered losses in the Upper House 
contest. Therefore, Rengo will limit its candidates to 
around 10. Junichiro Koizumi, chairman of the LDP’s 
National Organization Committee, says he is doubtful 
about Rengo’s chances of success in the Lower House, 
where several seats are allocated to the top vote-getters in 
each constituency. This means Rengo challengers could 
find themselves up against a number of candidates. 


‘Although Rengo succeeded in the Upper House thanks 
to that body’s single seat districts, this time will be 
different,” he says. 


* Reorganization of Labor World Examined 


41060185 Tokyo ASAHI SHIMBUN in Japanese 
14 Sep 89 p 4—FOR OFFICIAL USE ONLY 


{Article by Niibara Masaharu] 


[Text] At a recent Japan Teachers Union meeting the 
split between the mainstream socialist supporters and 
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the anti-mainstream communist supporters was final- 
ized. With the reorganization and unification of the 
labor world set for this fall, the political division within 
Sohyo (the General Council of Trade Unions) between 
the socialists and the communists is complete. In 
November, the All Japan Private Labor Federation and 
the Municipal Workers’ Union will merge, the Japan 
Labor Federation will be organized, and Sohyo will be 
dissolved. The new federation has decided on an anti- 
Communist and pro-non-LDP [Liberal Democratic 
Party] framework. The groups which support the Japan 
Communist Party (JCP) will establish the National 
Labor Union Federation (temporary name). The Japan 
Socialist Party (JSP) leftists who are calling for an “‘all 
Opposition party joint strugggle’’ will establish the All 
Japan Labor Union Liaison Conference (temporary 
name). As this indicates, in the future the political map 
of the labor world will be divided into three groups. 


The development of the relationship between postwar 
labor groups and the political parties has been complex. 
Sohyo took an anti-communist stance at its inaugural 
meeting in July 1950: ‘We renounce the Japan Commu- 
nist Party’s control of the labor unions and their policy 
of violent revolution, and a free and democratic labor 
union is the foundation for a unified labor front.” 


However, changes in the international situation, 
including the intensification of cold war tensions 
between East and West and the outbreak of the Korean 
conflict, triggered a controversy over Japan’s rearma- 
ment. Maintaining a neutral stance and opposing 
Japan’s rearmament, Sohyo strengthened its anti-U.S. 
political attacks. Labor unions that were opposed to this 
policy withdrew from Sohyo and merged with groups 
that had never been members in Sohyo. On the political 
front, in 1960 the Democratic Socialist Party (DSP) split 
off from the JSP. With the formation of Domei (the 
Japan Confederation of Labor) in 1964, the current 
division of the labor world into two large powers 
occurred with Sohyo supporting the JSP and Domei 
(now called the Friendship Council) supporting the DSP. 


The Japan Communist Party held influence over the 
Congress of Industrial Labor Unions of Japan, estab- 
lished in 1946, but after a short period the union 
declined, and moved its base of operations to Sohyo. The 
minority Communist supporters within Sohyo, which 
supports the JSP, shook the Sohyo-JSP bloc when they 
called for ‘‘freedom of choice in party support.” In 1966 
this group established the ‘“‘Labor Union Conference for 
the Exchange of Electoral Struggle Experience” and in 
1974 started the “Conference for the Promotion of a 
Unified Labor Front.” 


The conflict between the Socialist Party supporters and 
the Communist Party supporters within Sohyo intensi- 
fied after the 1979 lower house elections. In this election 
in which the introduction of a general consumption tay. 
under the Ohira cabinet was at issue, the LDP failed to 
obtain a majority of endorsed candidates. The JSP also 
suffered a setback, but the DSP and the Japan Communist 
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Party increased their number of seats in the Diet. In 
addition to the Socialist-Communist confrontation during 
the election, after the election growing opposition party 
awareness of ‘an era of coalition rule” led to the beginning 
of consultations between the JSP and Komeito about a 
coalition. The following January the JSP and Komeito 
managed to reach an agreement on a “plan for a Socialist- 
Komeito coalition.”” The anti-mainstream group within 
Sohyo (the communist backers) criticized this as a “right- 
est line,” broadening the gap between themselves and the 
mainstream group. 


The movements to reorganize and unify the labor world 
accelerated the split between the socialists and commu- 
nists within Sohyo. Domei warned that because the com- 
munist supporters within the initially anti-communist 
Sohyo had stored up energy, there might be a ‘rush of 
communist labor unions into a new united organization.” 
Actually Domei desired the expulsion of the Conference 
for the Promotion of a Unified Labor Front. How Domei 
would reconcile its differences with Sohyo which called for 
non-selectiveness, and thus, ‘“‘non-exclusion of any partic- 
ular power” demanded attention. In the end, the private 
unions within Sohyo shifted the base of their movemeni to 
the Japan Labor Federation. Sohyo, the main center for 
public unions, also leaned toward giving “maximum pri- 
ority to the unification of public and private unions.” The 
communists turned toward setting up an independent 
national organization. 


Sohyo supported unificaiion around a federation. The 
Communist Party backers and the leftists within Sohyo 
took an anti-federation stance choosing to walk an inde- 
pendent course. This furthered the socialist-communist 
divide and among private unions resulied in the breakup 
of the Japanese Federation of Synthetic Chemistry 
Workers and of Sohyo Zenkoku Ippan. As for public 
unions, this year the Ali Japan Prefectural and Municipal 
Workers’ Union and the Japan Teachers Union, which 
were at the center of Sohyo’s movements, actually dis- 
solved. Organizationally, the socialist-communist split is 
complete. 


Akira Haruyama, the director of the Conference for the 
Promotion of a Unified Labor Front, criticizes the Sohyo- 
JSP bloc arguing that “deceived by the nghtest’s strategy of 
trying to win favor within the framework of LDP politics 
as a means of getting closer to political power, the demands 
of workers have been shelved.”” From the Sohyo-JSP side, 
a Sohyo leader analyzes that ‘“‘because the JC” strength- 
ened its influence in the labor world, the a'tempt to 
maintain an independent, neutral organizati .. .esulted in 
the socialist-communist split.” Showing confidence, Shoji 
Tabuchi, director of the JSP Labor Bureau commented: 
“With this the relationship between the labor unions and 
the political parties has become clear. How far can the 
Communists move from under the wings of the Sohyo-JSP 
bloc? We will put all our strength behind the mainstream 
groups in the All Japan Prefectural and Municipal 
Workers’ Union and the Japan Teachers Union.” 
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The Relationship Between Sohyo and the Political Parties 


July 1950 Sohyo is established 

Oct 1951 The JSP splits along left-right lines 

July 1952 Sohyo leftists decide to support JSP 

July-Nov 1953 Seamen's Union and Zensen Domei withdraw from 
Sohyo 

Oct 1955 JSP holds us fication meeting 

Feb 1958 JCP supporters estab!ish Congress of Industrial 
Labor Unions 

Jan 1960 Meeting establishing the DSP 

Dec 1974 Communist supporters start Conference for the Pro- 
motion of a Unified Labor Front 

July 1975 Sohyo and Komeito begin regular deliberations 

Jan 1980 Agreement on JSP-Komeito Coalition 

July 1980 At Sohyo meeting decision made to dissolve Confer- 
ence for the Promotion of a Unified Labor Front 

Nov 1987 Start of Japan Labor Federation 

July 1988 At Sohyo meeting decision made to unify private 
and public workers unions in 1989 and to dissolve 
Sohyo 


Defense Agency Considers Merger of Functions 


OW2611050689 Tokyo NIHON KEIZAI SHIMBUN 
in Japanese 25 Nov 89 Morning Edition p 2—FOR 
OFFICIAL USE ONLY 


[Text] The Defense Agency called the fifth meeting of the 
Defense Capabilties Review Committee (chairman: 
Defense Agency Vice Minister Nishihiro) on 24 
November and decided on a policy to push for consoli- 
dation of intelligence and command functions during the 
next-term defense buildup plan period starting in 1991. 


The intelligence functions now assigned among the 
agency’s Interior Department and the Ground. Mari- 
time, and Air Self-Defense Forces will be consui:dated 
under the Intelligence Headquarters (temporary name) 
to be newly established. 


The command functions of the Ground, Maritime, and 
Air Self-Forces will also be consolidated and integrated 
under the Central Command Post. The plan is to effect a 
reorganization, timed with the removal of the Defense 
Agency’s office to Ichitani, Tokyo. 


At present, intelligence functions are performed by the 
agency’s Interior Department, First (Domestic) Intelli- 
gence Divisions, and Second (Internatinal) Intelligence 
Divisions under the Staff Offices of the Ground, Mari- 
time, and Air Self-Defense Forces, even though Second 
Staff Office of the Joint Staff Council is supposed to be 
coordinating overall operations. The new Intelligence 
Headquarters will consolidate all of these operations, in 
order to strengthen overall intelligence gathering and 
analyzing capabiiities. 


There have been voices of criticism as far as the Central 
Command Post and command posts of armed services 
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are concerned because, at present, they operate indepen- 
dent of each other, They feel the organization is inade- 
quate for the integrated operation of all the forces. 


Defense To Lower Number of Recruits in 1990 


OW 2211015589 Tokyo ASAHI EVENING NEWS 
in English 20 Nov 89 p 3——FOR OFFICIAL USE 
ONLY 


[Text] The Defense Agency has decided to decrease the 
number of men and women to be recruited in fiscal 1990 
(April 1990-March 1991) by 3,600. this will result in the 
number of officers and men in the SDF [Self-Defense 
Forces} at the end of fiscal 1990 totaling 244,204 or 
5,600 less than the number envisaged at the time the 
budget demand for fiscal 1990 was submitted. 


The recruitment plan for fiscal 1990 had to be revised 
downward because the outlook is that it will be difficult 
to recruit the projected number of men and women. 


As a result of the reduction, the full-strength attainment 
percentages of the Ground, Maritime and Air Self- 
Defense Forces will be lowered by 2 percent each to 84.5, 
94.0 and 94.0 percent, respectively. 


The reductions will be absorbed mostly in the support 
units so as to minimize the adverse effects on the combat 
units, but the Defense Agency says adverse effects on 
training cannot be avoided. 


The agency had intended to recruit about 20,000 men 
and women in fiscal 1989 (April 1989-March 1990) with 
8,449 being recruited in the first half or April-September 
1989 period. Because of good economic conditions pre- 
vailing in private industry, it was able to recruit only 
7,527. 


Consequently, it was decided to revise quickly the 
recruitment plan for ‘iscal 1990 despite the fact that it is 
still the middle of fiscal 1989. The original fiscal 1990 
plan called for recruitment of 23,300, but this is being 
lowered to 19,700, a cut of 3,600. As a result, total SDF 
officers and men will come to 244,204 as of the end of 
fiscal 1990. 


Forestry Agency Defends Tropical Lumber 
Imports 


OW 2511111989 Tokyo JIJI in English 1425 GMT 
24 Nov 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, Nov. 24 (JIJI PRESS)}—The Forestry 
Agency Friday submitted a report defending Japan's 
tropical lumber imports to an agency advisory panel 
discussing the tropical forest problem. The report con- 
tended that Japan's tropical lumber imports account for 
only |.2 pct of total tropical lumber production. 


Based on the 1987 U.N. Food and Agricultural Organi- 
zation (FAQ) statistics, the report said that Japan’s 
imports totaled only 2! million cubic meters against 
total tropical lumber production of 1,819 million cubic 
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meters. Tropical lumber-producing countries use about 
80 pet of the total production or 1,444 million cubic 
meters for fuel or charcoal production, it said, The 
remaining 20 pct is used mainly for housing and furni- 
ture domestically, with exports totaling only 77 million 
cubic meters, it said. 


There is no truth to the view that Japan's tropical lumber 
imports are playing a major role in the destruction of 
tropical forests, agency director Shigeru Motai said. 
Some observers, however, point out that Japan's import 
volume far exceeds total European imports of 16 million 
cubic meters. 


ASAHI on White Paper on Atomic Energy 


OW 1911131089 Tokyo ASAHI EVENING NEWS 
in English 18 Nov 89 p 3—FOR OFFICIAL USE 
ONLY 


[ASAHI SHIMBUN 18 November editorial: ‘Rethink 
Our Nuclear Policy’’} 


[Text] “Now that the energy issue is closely tied in with 
national life and economic performance, it is indispens- 
able to have the people's understanding and cooperation 
in the implementation of energy policy; and in order to 
opt for energy sources from a long-term perspective, it is 
important to deepen the correct understanding of the 
strengths and weaknesses of each energy source.” 


We agree with this basic posture the Atomic Energy 
Commission introduced Friday in its annual report, the 
White Paper on Atomic Energy. But a perusal of the 
report inevitably gives the impression that it is studded 
with data and interpretations meant to justify an 
increase in the use of atomic energy. 


There has been a drastic change in the social climate for 
nuclear power. Whereas high hopes are pinned on the 
increased substitution of nuclear power for oil and coal 
to prevent the global greenhouse effect, there is concern 
about the safety of the greater number of nuclear power 
facilities and the lack of measures to cope with radioac- 
tive waste. 


In Japan, there are 37 nuclear-power reactors in opera- 
tion with a combined capacity of 30 million kilowatts, 
accounting for 27 percent or so of Japan's total power 
generation. To what extent will our nuclear-power gen- 
eration capacity be raised or reduced? How will that be 
realized” 


The government is urged to provide the people with all 
sorts of information and then to come out with a new 
vision of nuclear power within the framework of energy 
policy. 


Nuclear power is the only option left as a primary source 
of energy in place of oil, the supply of which will 
eventually run out; sources of natural energy, such as 
solar and thermal, remain unreliable for the time being. 
These are the assumptions that lie behind the vision of 
nuclear power. 
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Going along with this notion, this year's report declares, 
“in terms of cost-effectiveness and stable supply, many 
developed nations have continued to promote the devel- 
opment of atomic energy.” Is this statement warranted? 


The Ministry of International Trade and Industry esti- 
mates the cost of nuclear power generation in Japan at 
Y9 per kilowatt-hour, asserting that it is cheaper than 
coal-fired thermal-power generation at Y!0 or oil and 
liquefied natural gas power at Y10-Y11 (in terms of costs 
prevailing at the beginning of 1988). But the figures do 
not include the cost of disposing of nuclear waste, for 
which measures have yet to be formulated. 


Britain has abandoned the idea of privatizing nuclear 
power plants on the ground that cleanup costs are too 
dear. 


Japan cannot be sweepingly compared with Britain, 
which has different reactors and energy conditions, but it 
is necessary for Japan to take a closer look at the 
cost-effectiveness of nuclear power. 


The commission declared that “there is a need to estab- 
lish an additional 10 reactors or so by 2010 to develop 
the economy at an annual rate of 3-4 percent without an 
increase in emissions of carbon dioxide."’ Even if loca- 
tions could be found for those reactors, a sudden 
increase in the share of nuclear power generation would 
bring about misgivings over both safety and stable 


supply. 


Even if we have to rely on nuclear power, it is crucial that 
Japan move toward an energy-saving social system while 
developing technology for the cost-effective use of 
energy to curb its consumption as much as possible. It is 
also high time that policy guidance be provided for the 
development of solar heat and other promising sources 
of energy. 


It is to be hoped that nuclear power be reconsidered 
while the strengths and weaknesses of a wide variety of 
energy options are assessed. This is an issue that is 
closely tied to national life tomorrow. We hope that it 
will be further deliberated by the Diet. 


The issue of nuclear power has not been seriously 
debated recently in the Diet. Energy policy is just as 
important as the tax system, since it is connected to the 
way each one of us lives. 


On this particular, there is a discord of views even 
among the opposition parties. The first requirement is to 
supply accurate an elaborate data for a forum. For this, 
lawmakers are urged to exercise their constitutional right 
to investigate the doings of the national administration. 


New Telecom Leaders Term NTT Split ‘Effective’ 
OW2011214589 Tokyo JIJI in English 1414 GMT 
20 Nov 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, Nov. 20 (JIJI PRESS)—Executives of new 
telecommunications companies reiterated Monday that 
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splitting up Nippon Telegraph and Telephone Corp. 
(NTT) will be effective for securing fair competition. 


A special division of the Telecommunications Council, 
an advisory panel to Minister of Posts and Telecommu- 
nications Sempachi Oishi, heard views on the future of 
NTT from new telecommunications companies created 
at the time of NTT’s privatization in April 1985. 


The council submitted an interim report in early October 
favoring a carve-up of NTT. 


Shimpei Hanaoka, president of Teleway Japan Lid., 
Kazuo Ikeda, president of Nippon Idou Tsushin Corp. 
and other company bosses favored a breakup to elimi- 
nate the ill effects of NTT’s near-monopoly and help 
realize fair competition with newcomers. 


Splitting NTT into one long-distance service company 
and several local phone companies was one option they 
recommended. 


They said that NTT's high intracity and near-distance 
rates are hampering rate cuts by new companies, which 
have to depend on NTT for those networks. 


They insisted that NTT should apply carrier rates to 
communications companies that are large-lot clients, as 
in the United States and Europe. 


The hearing was also addressed by KDD Vice President 
Mitsuo Kojima. Another meeting will be held Dec. 12 to 
hear NTT’s opinions. 


Discount Rate Hike Expected After Rate Rise 


OW'1511130289 Tokyo THE JAPAN ECONOMIC 
JOURNAL in English 18 Nov 89 pp 31, 40—FOR 
OFFICIAL USE ONLY 


{“BOJ Watch” column article by Masami lida, JAPAN 
ECONOMIC JOU"NAL staff writer: “Discount Rate 
Hike Expected Following Short-Term Rate Rise’’} 


[Text] For most observers, it is no longer a question of 
whether the Bank of Japan [BOJ] will raise the official 
discount rate again, but when. 


Financial markets have been awaiting another increase. 
Primary market rates for three-month certificates of 
deposit have already risen to 6.76%—far above the 
current 3.75% discount rate. 


At a news conference on Nov. 8, Bank of Japan Gov- 
ernor Satoshi Sumita said his bank let short-term interest 
rates go up. 


In earlier rate boosts, in May, and October, he cited the 
rise of market rates as one reason for increasing the 
discount rate. 


‘Future prices should be monitored with the utmost care 
as the labor shortage and rising costs of imports are 
factors pushing up prices,’ Sumita said. 
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“economically, the Bank of Japan could raise the dis- 
count rate any time,” said Josen Takahashi, research 
director of Mitsubishi Research Institute. “In view of the 
strong latent inflationary pressure, even a 1.25% raise 
would be justifiable,” 


The Oct. 11 rate increase of 0.5%, which was aimed at 
halting a further decline in the yen, was virtually ignored 
by the market, The yen continues to hover around 
142-144 to the US. dollar. 


When West Germany raised its discount rate by 1% on 
Oct. 6, the yen weakened not only against the dollar but 
against the West German mark. 


“Internationally, Japan's discount rate is still low and it 
is true the last surprise hike did not produce results that 
the Bank of Japan had hoped for,’ said Takayuki 
Tanaka, market economist at Long-Term Credit Bank of 
Japan. 


However, many think the time is not yet right for the 
central bank to persuade the government and the ruling 
Liberal Democratic Party [LDP] to raise the rate. 


Election Jitters 


The LDP would not welcome the idea of a rate increase 
in the face of a probable general election early next 
year—or possibly later this year. 


Although the yen continues to be weak against the dollar 
and the West German mark, it has been relatively stable 
in recent weeks. (See Forex column on Page 34.) 


“It would be difficult for the Bank of Japan to justify a 
rate hike unless the dollar rises above Y145,"" said 
Takashi Watanabe, manager of the economic research 
division of Nippon Credit Bank. 


The central bank is not likely to come up with a 
persuasive inflationary figure this week. October's 
wholesale price index, due Nov. 14, is expected to 
decline from the previous month. 


Some economists also say that the Oct. 13 slide on Wall 
Street following Japan's last rate increase may make the 
Bank of Japan wary of taking action again too quickly. 


As for the exchange rate, the market continues to be 
bullish for the dollar. 


“Even after the rate hike, the dollar is unlikely to fall 
much because demand for the dollar coninues to be 
strong,’ said a dealer at Manufacturers Hanover Trust 
Company. 


* Need for International Economic Harmony Seen 


41050202 Tokyo CHUO KORON in Japanese 
Oct 89 pp 56-57—FOR OFFICIAL USE ONLY 


[“Opinion”™ article by political critic Taro Yayama] 
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[Text] Japan-U.S. frictions, involving semiconductors, 
the FSX [fighter support experimental] and now steel, 
are growing even worse. At this point, if Japan does not 
knuckle down and make structural adjustments, Japan- 
bashing will strengthen, and Japan could even be driven 
from the free-trading system. 


What we call capitalism and free trade are based funda. 
mentally on mutualism. Each country specializes in 
industries in which it has a comparative advantage and 
shares in the efficiency and wealth by mutual exchanges 
with others, that is the spirit of the GATT system. 


From the outset, the GATT system has not assumed that 
one country alone would move to the front, win a 
dominant position in all sorts of industrial fields, and 
continue each year to amass surpluses in the $100 billion 
range. By this never imagined situation, Japan has 
overtaken the world. At present, the world is engaged in 
Japan-bashing while trying to figure out how to contain 
Japan within a system of international economic har- 
mony. But, should it find that this does not work, it 
certainly will next bend its efforts toward “isolating 
Japan.’ Japan now stands in a position where any 
nation, in dealing with Japan, will feel that trade protec- 
tionism is justified. 


Given this kind of Japan-bashing situation, narrow- 
minded assertions are arising in Japan that may be 
labeled techno-nationalism. One who 1s representrative 
of this group is Mr Hajime Karatsu (professor of Toka) 
University). His position is that because Japan has the 
best semiconductors its exports of them are naturally 
increasing; and he says that a technological matter like 
that “will in no way be solved by treating it as a political 
or economic problem.” He says Washington “after all, 
may complain to Japan, but the Japanese side musi 
stress more strongly and have Washington accept the 
plain fact that export increases in items that can be 
supplied by Japan alone are not the cause of trade 
imbalances,” (June 1989 CHUO KORON). If one pur- 
sues this logic, it becomes an excuse for not caring a bit 
whether one nation—if it simply has superior technol- 
ogy—tries to continue favorable balances indefinitely. It 
is as if the world exists in order to work for, or even 
serve, Japan. That line of argument leans too heavily on 
technological superiority. 


When Toshiba Machinery violated Cocom [Coord:- 
nating Committee for Export Controls] export bans by 
exporting propeller-shaping machines to the Soviet 
Union, Mr Karatsu took the side of Toshiba Machinery, 
saying, “It is not true that the noise of Soviet submarine 
screws was lessened’ by those processing machines. 
However, the problem is that we exported banned items 
even though we are a member of the Western alliance: 
and whether or not screw noise was reduced is no more 
than a secondary matter. Mr Karatsu’s line of argument 
is like claiming the innocence of a thief because the purse 
he stole was empty. 
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Saying that the kind of high-tech items banned for export 
by Cocom are sold all over Akihabara, Mr Karatsu has 
evolved the argument suggesting that, since Cocom 1s an 
anachronism, it carries no weight, (“Cocom's Illusions,” 
September 1989 VOICE magazine), But, having a 
product in hand and having the means for producing it 
are tundamentally different. For the Soviet Union to 
imitate and produce parts it obtained in Akihabara 
would take at least 2 or 3 years. For the West, this 2 or 3 
years of superiority is important. 


Mr Karatsu’s line of reasoning on joint Japanese-U. S. 
development of the next Self-Defense Forces support 
fighter (FSX) is to have the Japanese-U.5. agreement 
revoked and to proceed on its own with development 
(SANKEI SHIMBUN, 26 March 1989). He says, “Even 
if we do not buy the engines for ultrasonic use from 
America, fine ones are available also in England or 
France.’ If the objective itself were to develop the 
engines, we could develop them on our own or jointly 
with England or France. 


However, in developing fighter planes needed for 
Japan's defense, the problem is to do what 1s efficient 
and effective. The number of fighter planes planned is a 
mere | 30; and if we were to develop them autonomously 
the cost of the fighters would be huge. This conflicts 
directly with the idea of efficiently using defense funds. 
In order to preserve its neutrality, Switzerland does 
autonomous weapon development, but it exports 
weapons diligently so as to reduce development costs. 
For a country like Japan, which stands for banning 
weapon exports, autonomous development is nothing 
but a squandering of public funds. From tanks to small 
arms, Japan 1s doing autonomous development, yet, for 
that reason the cost of our weapons is four to seven times 
that of other advanced countries. So, we should instead 
be taking another look at the policy of going to domestic 
production. 


As to what he says about joint development with 
England or France, | doubt Mr Karatsu's common sense. 
A fundamental of Japan's defense is the Japan-US. 
Security Treaty. When we consider any resupply of 
fighter aircraft in time of emergency, there 1s no merit in 
being linked up with England or France. It is very 
dangerous to slight defense matters while taking up 
technological matters only and giving vent to hardline 
arguments toward the United States. To be sure, in some 
fields Japanese technology may be superior. But, that 1s 
something that has been developed only because there is 
a market for it. On the other hand, it is obvious that 
Japan's market is closed and that all sorts of practices 
and obstacles fence it in. What Japan has to do first of all 
is to take down the barriers, not criticize the United 
States 


* Worldwide Economic Cooperation Necessary 


41060183 Tokyo NIHON KEIZAI SHIMBUN in 
Japanese 11 Sep 89 p 23—FOR OFFICIAL USE 
ONLY 


[Article by Niigata University Professor Yoshio Taka- 
hashi: ““The Maintenance of International Cooperation 
Is Vital’’] 


{Text} (1) The scale of the current Japanese economy is 
large. That can be said to be due to the support of a 
“symbolic economy” of money and credit, and also the 
reflection of the globalization of information. As a result, 
the economy 1s changing extremely rapidly and in many 
different dimensions. 


(2) The good economic picture is being maintained by 
having all the gears meshing between the flow economy 
and the stock economy in a dynamically balanced pro- 
COSS. 


(3) However, that does not always mean it is a “safety 
zone.” The establishment of an international framework 
of mutual interdependence and its follow-up can be said 
to be indispensable. 


Becoming a Stock Economy Is an Economic Boost 


According to CIRCULATION OF FUNDS, which is 
published by the Bank of Japan, the balance of financial 
assets of the domestic non-financial sector has been 
spurred on to increase, in terms of nominal gross 
national product (GNP) at a rate of 1.9 times greater 
than nominal GNP at the end of 1975, 2.9 times greater 
at the end of 1985, and 3.6 times greater at the end of 
1988. 


In an environment in which financial assets are accumu- 
lating faster than the real economy, there has been a 
long-term trend of monetary easing. Within that trend, 
credit expansion, beginning with loans by financial insti- 
tutions, 1s being carried out positively, while at the same 
time there 1s said to be a large-scale increase in capital 
gains caused by a rise in the price of existing assets. 


This sudden expansion of the financial assets balance 
means that the potential impact it has on the com- 
modity, financial, and capital markets will be just as 
large. 


This comparatively expansionist phenomenon in the 
financial assets balance means the development of the 
Japanese economy into “a stock economy.” The most 
important trait in which this economic expansion differs 
from the past can be said to be that the vigorousness of 
the stock economy has an impact on the traditional flow 
economy and boosts it. 


In the corporate sector, large capital gains have been 
generated by the large rise in assets based on land prices 
and stocks, and this has supported economic activity. 
Moreover. the increase in profits has become a lever for 
both the lender and borrower, and under long-term 
financial easing, has brought about a positive financial 
situat'on for financial organizations. 


In the private household sector as well, when we com- 
pare individual financial assets balance with household 
disposable income, the United States and Japan were 
practically rivals in 1987. This has changed from 10 
years ago when Japanese disposable income was no more 
than 70 percent of the United States. Consequently, in 
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the current economic expansion, the impact of increased 
assets has contributed greatly to the activating home 
investment and personal consumption. 


Furthermore, in spite of the fact that the level of public 
investment rose because of the implementation of emer- 
gency economic measures in 1987, the reversion to a 
funds surplus, after 14 years, in 1988 was because of a 
large tax revenue increase based on vigor of the Japanese 
economy, which was supported by the stock economy. 


Fear of Worsening of the U.S. Trade Balance 


On the other hand, it must be said that a large-scale 
economy based on the development of this kind of stock 
economy bears a great risk in a certain sense. That is 
because in contrast to the fact that the movement of asset 
prices, which are the linchpin of the stock economy, 
reacts rapidly to changes in expectations, the real 
economy of flow has a time lag, and a gap emerges 
between the two. 


For example, if we apply the recent phenomenon of the 
strong dollar and the weak yen to this, an enormous 
demand for dollars has arisen at a time when signs of 
improvement in the fundamentals of the U.S. economy 
can be seen, and the progress of the strong dollar and 
weak yen has become a brake again on reducing the U.S. 
balance of trade deficit. Nevertheless, since the J-curve 
effect is actually at work, if we just look at current 
activity, we find that the strong dollar and weak yen and 
the improvement of the U.S. trade balance are working 
together. 


However, the real rate of the dollar during the half year 
since the end of 1988 has risen 10 percent, and that can 
be expected to have an impact on the US. trade balance. 
The likelihood is great that the improvement will stop in 
1990. 


The U.S. balance of trade deficit was less than $120 
billion in 1988, improving by $32 billion over the 
previous year, and that information raised exj tations 
of the dollar in the market. The deficit for the first half of 
1989 was $109 billion on an annual rate basis, and may 
drop just a little less in the second half. However, 
assuming that this is the result of the J-curve effect 
caused by a strong dollar, there is the possibility that the 
1990 deficit, on the contrary, will revert to the $100- 
billion level. 


The current situation in the United States is that the 
external debt by the end of 1988 had already reached 
$532.5 billion. Consequently, if the balance of trade 
payments is not reached in a hurry, the current accounts 
balance deficit will become greater than the trade bal- 
ance of payments deficit because of the increase in 
external interest payments, and the external debt accu- 
mulation will be ever expanding. The reexpansion of the 
trade deficit in 1990 will have a great impact on the 
market and will probably intensify the psychological 
need for a drop in the dollar. 
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If we consider the state of the U.S. economy itself, we 
find that entering 1989, it had reverted to an “acceler- 
ated course,” the fear of recession was weak, and the 
view was strong that it would shift to a real growth rate 
of 2 percent. 


As a result, although the U.S. Federal Reserve Board 
switched to a monetary easing policy, it has continued to 
maintain a cautious stance. The drop in interest rates 
was small, and that, along with the improvement of the 
trade deficit, upheld the dollar market. Moreover, the 
New York stock market prices rose again to the level 
before the crash of 2 years ago. The main reasons for this 
were that the soft landing theory of the U.S. economy is 
prevalent, the fear of inflation is in retreat as the 
economy is not sinking into recession and is gradually 
decelerating, the trade deficit is reducing, and the dollar 
market is stabilizing. 


However, can recession really be avoided if the Federal 
Reserve Board does not dare to go further with monetary 
easing? If the decline in interest rates in the United 
States progresses further, Japan and Europe will be 
inclined to raise interest rates because of the increase in 
domestic demand, and the possibility emerges that the 
gap between domestic and foreign interest rates will 
shrink and the economic situation will revert to a weak 
dollar. 


Whether a reversion to a weak dollar will occur around 
the end of 1989 is an important point. If the U.S. 
economy stays firm, a further drop in interest rates and 
a reversion to a weak dollar will not likely recur. More- 
over, a renewed deterioration of the U.S. trade balance 
in 1990 will be difficult to avoid. 


The reason the view is emerging that the U.S. economy is 
surprisingly solid is that, on top of the fact that exports 
and capital investment are strong, excessive inventory 
pressure, which is considered to be the main factor 
causing a recession, is extremely weak. What is more, 
even though inflation fears, which were strong from 
April through June of this year, receded greatly from July 
through September, the drop in interest rates was small. 
On the contrary, real interest rates are rising, and this 
will strengthen the preference for the dollar. 


However, on the other hand, that is certain is put 
pressure on the U.S. economy. This is because the 
impact of a rise in lending rates and wage costs in spite 
of sluggish sales will be strong. 


As in the diagram [not reproduced], the adjusted amount 
of U.S. corporate profits (marginal profits) reverted to a 
minus in the Ist quarter of 1989. This is a phenomenon 
that has occurred for the first time since the 4th quarter 
of 1982, in other words, the first time in this economic 
recovery. 


However, since Black Monday (the worldwide stock 
market crash) the world economy has set out on a course 
of operating within the framework of structural adjust- 
ment among the advanced countries. The turning point 
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at which the stage switched from a designed fall of the 
dollar to structural adjustment was 1987, 


As structural adjustment took hold, the dollar decline 
stopped, and the economies of Japan, the United States, 
and Europe grew. That situation came about from a 
simultaneous economic rise caused by the United States 
shifting from domestic demand to foreign demand and, 
conversely, Japan and Europe shifting from foreign 
demand to domestic demand. 


We can point to the harmonious meshing of the flow 
economy and the stock economy in Japan's present 
large-scale economic prosperity because both are func- 
tioning smoothly within the framework of structural 
adjustment among the advanced countries. 


At this point, I want to cite a simulation by means of a 
world economic model (Federal Reserve Bank type) 
which William R. Kline of the International Economic 
Research Institute carried out at the end of last year. 


According to that, the U.S. current accounts will be in 
balance by 1992 for the following three reasons: (1) the 
real GNP growth rate of the United States will be less 
than 2 percent while Japan's will be 5 percent and 
Europe's 3 percent; (2) the United States will maintain a 
growth rate of 2 percent on the condition that the real 
rate of the dollar falls by 10 percent between 1989 and 
1992; and (3) while Japan will have a growth rate of 4 
percent and Europe 2 percent, the United States will 
content itself with a growth rate of 2 percent and, 
furthermore, the dollar will fall by 10 percent. 


U.S. Defiance on Protectionism 


There is no guarantee that the present situation will 
actually move in that direction, but this simulation 
points out that if a U.S. external balance is a medium- 
term proposition, it is a logical framework for achieving 
that. In fact, for a while after Black Monday, that sort of 
pattern existed, and because of that, the gears have been 
meshing as stated above. 


The internal balance and external balance are not neces- 
sarily actually in harmony. Right now the United States 
is proceeding on a course of not dropping its economic 
growth rate while working to cut its fiscal deficit. If that 
occurs, a pattern will emerge where domestic demand 
drops, foreign demand increases, the decline of the dollar 
will be mild, and all this will lead to a drop in long-term 
interest rates. If this is the soft landing of the U.S. 
economy, then it can be said to be within the framework 
of structural adjustment of the world economy. 


However, if the dollar becomes stronger, the reduction of 
the U.S fiscal deficit does not advance, and the U.S. 
economy rises again with an increase in domestic 
demand as the key factor, this structural adjustment 
framework will not operate. That is liable to ultimately 
give rise to a dollar crash. This will mean that Japan's 
flow economy and stock economy will no longer be in 
harmony. 
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In that sense, an international policy response is inevi- 
table. It would appear that this is necessary to adjust 
correctly changes of market expectations that had gone 
too far. What will be viewed as difficult is that the 
United States, with many tasks confronting it, will have 
to abandon the “advantage” of being the chief currency 
country, which it has held up to now. 


Recently, the United States has begun to move toward 
increasing protectionism. This is a sort of defiant posi- 
tion to “justify” its previous position, As long as that is 
the case, structural adjustment will not work. This is the 
greatest danger for the world economy. 


* Trade Relations With South Africa Discussed 


* Nisshin Conceals Kickbacks 


90240002 Tokyo YOMIURI SHIMBUN in Japanese 
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[Text] On the 19th of this month, the investigative 
division of the national tax office announced that 
Nisshin Steel, maker of super-efficient blast furnaces, 
received 2.5 billion yen in kickbacks for importing a rare 
metal ore from South Africa and that the government is 
demanding a |.5 billion yen tax payment from Nisshin, 
an amount which includes a penalty for the illicit South 
African deal. Nisshin, ignoring the trade sanctions 
against South Africa, received the kickbacks from a 
South African mining company through a money laun- 
dering route which was traced from a Tokyo bank 
account to a fictitious Swiss account and finally to a 
secret Panamanian account. Not considering the effect 
of the deal on market prices or the international political 
situation, it 1s certain that Japan will be in for some 
heavy criticism as a result of Nisshin’s attempt to pro- 
cure a stable supply of ore by circumventing the trade 
sanctions against South Africa. The president of Nisshin 
is Tsuyoshi Kai. The company has its headquarters in 
the Marunouchi district of Tokyo. 


Nisshin Steel, the world’s largest stainless steel producer. 
has been importing 50,000 tons of ferro chromium ore 
annually (.alued at 3.6 billion yen) from the South 
African firm S.A. Manganese Amcor Ltd., a company 
which is known in the indusiry as Samancor. Ferro 
chrornium ts used as an additive in the manufacture of 
stainless steel in order to improve the steel'’s hardness 
and heat resistance. 


Nisshin and Samancor concluded the deal 15 years ago 
as a means of securing a more stable financial environ- 
ment for export and import in what was then a very 
volatile ore market due to the political situation in South 
Africa. 


The kickback payment system involved Nisshin and 
Samancor agreeing on the kickback amount at the begin- 
ning of each year, the sum being decided from calcula- 
tions based on movements of the international market. 
During years in which Samancor realized healthy profits, 
the South African company would place the money in a 
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secret Nisshin account held under a fictitious name in 
Panama. In years when Nisshin’s profits soared, the 
steelmaker would kick back to Samancor through a 
similar payment route. 


According to a certain source connected to Nisshin, the 
Japanese company was realizing healthy profits at the 
start of the deal due to the low price of ferro chromium 
ore and, as a result, found itself on the paying end until 
1984 when world demand for the ore rose along with its 
price. From that point on, Samancor's increasing profits 
resulted in the South African company placing a total of 
2.5 billion yen in Nisshin's bogus Panamanian account. 


The investigation section of the tax office does not have 
complete information on who opened the Panamanian 
account, a problem which has resulted from economic 
restrictions placed on Panama by the United States and 
the growing political instability of that Central American 
country. Panama's president, General Noriega, with his 
popularity waning, started using the military to interfere in 
the political process of the countiy in 1987. The Panama- 
nian Central Bank and other private Panamanian financial 
institutions eventually ceased operations in an attempt to 
prevent economic panic and the ensuing flow of funds out 
of the country. Nisshin, alarmed by these developments, 
began studying a means of getting the kickback money 
back to Japan. As a direct fund transfer to Japan would be 
easily discovered, Nisshin transferred the 2.5 billion yen 
from the Panamanian account to a fictitious account they 
had set up at a bank in Switzerland. As the final step of the 
money laundering scheme, Nisshin transferred the money, 
in two separate installments, from Switzerland to an 
account they held in Tokyo for that purpose. 


Surprisingly. tax office investigators stumbled upon 
Nisshin’s account when investigating another case. Irreg- 
ularities in the account were discovered this spring after 
a more intensive examination of the suspicious transac- 
tions by a specialist from the tax office’s industrial 
account division. Nisshin received notice from the tax 
office that corrective measures would have to be taken in 
regard to the illicit account which had existed for a 
3-year period ending March 1°88. 


According to the Ministry of Foreign Affairs, our 
country, along with the Unitec Nations, has taken steps 
to implement economic sanctions against the Republic 
of South Africa until that country displays its intention 
to dismantle the apartheid system. 


International criticis:n aimed at Japan is growing, how- 
ever, in light of the fact that our country, as of 2 years ago, 
was South Africa's largest trading partner. This matter was 
heard as an official reproach at the December 1988 
meeting of the United Nations where demands were also 
made for Japan to stop all trade with South Africa. 


The illicit agreement between Nisshin and Samancor does 
not directly relate to the issue of economic sanctions, but it 
is significant in that it illustrates Nisshin’s desperate 
attempt to hide the payments in order not to invite 
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criticism from African countries, and the world, for doing 
business on a long-term basit with South Africa. 


Founded in 1928, Nisshin Steel is now capitalized at 44.8 
billion yen and has 7,450 employees. Occupying the 
number six position among the six blast furnace makers in 
Japan in terms of earnings from blast furnace sales, 
Nisshin occupies the number one profit position of the 
group as a result of sales of specially treated sheet metals 
used in the automotive and applance manufacturing 
industries. 


* Effecting Sanctions 


90240002 Tokyo YOMIURI SHIMBUN in Japanese 
20 Sep 89 p 32—FOR OFFICIAL USE ONLY 


[Text] High efficiency blast furnace maker Nisshin Seiko 
(Nisshin Steel) has been caught hiding kickback payments 
from the Republic of South Africa. Qur own economic 
restrictions in regard to South Africa began in 1963 when 
Japan stopped export of all weapon products. Following 
the international trend toward increased economic sanc- 
tions against South Africa, Japan halted all investment 
into the southern African republic in 1969, and as a result 
of a strengthened apartheid system, Japan stopped ihe 
export of computers to the country and forbade South 
African funds from entering Japan in 1985. The latest in 
this lengthening series of sanctions was our refusal to 
import iron and steel ores from South Africa as of 1986. 


In light of the anti-apartherd law enacted in the United 
States in 1985, and as a result of Japan being South 
Africa's number one trading partner 2 yeats ago, criticism 
against our country rose to a crescendo ai last year’s 
December meeting of ‘he United Nations General 
Asseinbly where we were officially censured for doing 
business with South Africa. Since last spring our govern- 
ment has been hearing demands from various economic 
groups that we exercise more self-discipline in interna- 
tional trade. 


It does not appear that these demands will be met since 
as of last year, Japan was South Africa's second largest 
trading partner after West Germany, and for the first 
half of this year there are indications of a trend toward a 
trade deficit with South Africa. However, the Ministry of 
International Trade and Industry [MITI] has stated that 
Japan will faithfully implement economic sanctions 
against South Africa. 


The Middle East/African Bureau of the Foreign Ministry 
announced that it had responded to the recent Nisshin 
kickback affair by repeatedly warning the business world 
that it expects all firms to abide by the government's 
demand for economic sanctions. The bureau went on to 
State that it would rely on the sound instincts of each 
firm, but this in no way included kickback schemes. 


MITI announced that Japanese trade with South Africa 
for the first 7 months of 1989 had reached a total of 
$22.61 billion, an 8.6 percent drop compared to the 
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same period of 1988. The export total of $11.8 billion Items imported from South Africa included platinum, 
was a 16.2 percent drop, and the import total of $11.53 gold, iron ore, coal, sugar, and corn. Products exported 
billion an |! percent increase compared to the same to South Africa consisted mostly of automobiles and 
period in 1988. auto parts, computers, and video tape recorders. 
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No Tae-u Interviewed on European Tour Prospects 


PM2111122489 London FINANCIAL TIMES 
in English 20 Nov 89 p 44—FOR OFFICIAL USE 
ONLY 


[Report on interview with ROK President No Tae-u by 
Maggie Ford: “Leader of a Tumultuous Transition’ — 
date, place not given] 


[Text] President No Tae-u of South Korea, who begins a 
visit to Britain next week as part of a European tour, 
likes to regard himself as a feminist. 


“Culture and tradition have inhibited women from 
participating in Korean society,” he says. “Where they 
have taken part, they have been successful, and this 1s 
important for Korea's future development. Restrictive 
laws should be amended in accordance with women’s 
wishes.” 


The nascent South Korean women's movement is but 
one of a vast range of interest groups loudly demanding 
social, political and economic change since Mr No was 
elected to the presidency in 1987. 


He is the leader of one of the most Confucian countries 
in Asia, and a man with |5 years experience in the 
military. But that does not mean that he cannot contem- 
plate change. 


The 1987 election was a four-cornered fight, narrowly 
won by Mr No with 36 per cent of the vote. It followed 
nationwide demonstrations in June that year demanding 
democracy and an end to the rule of Mr No’'s predecessor 
and military colleague, Chon Tu-hwan. 


The transition from authoritarianism to democracy 1s 
not proving simple. “Change has been rapid and tumul- 
tuous, with pent up demand erupting in all sectors,”’ the 
President says. 


“But we have seen progress in freedom of speech, of 
assembly and of democratic participation. People are 
becoming more confident of their ability to run a dem- 
ocratic society.” 


Mr No decided to set an example of his mew Korean 
leadership style by starting at home. The presidential 
mansion, known as the Blue House, formerly resembled 
an armed camp, ringed by security guards with guns and 
electronic security devices. 


Now the visitor may drive up to the office section, which 
is open to the public, and on to the mansion through no 
more security than would surround the leader of most 
democratic countries. Mr No has also dispensed with 
many of the personal staff who surrounded his prede- 
cessor. 


Relaxed and confident, the President is looking forward 
to his European tour, during which he will visit West 
Germany, France and Hungary as well as Britain. The 
combination of the planned sing!e European market in 
1992 and recent events in eastern Europe has captured 
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attention in South Korea, itself divided by cold war 
politics since the Second World War. 


Mr No wants to enhance friendly ties with old allies and 
to try to project a more accurate picture of his country, 
its economic and trade policies, its political and strategic 
attitudes and his vision of its future. He particularly 
wishes to dispel the idea prevalent in Europe that Korea 
is a second Japan. 


Noting that the two countries are geographically close 
and have both developed through export-led strategies, 
he points out that Korea was a victim of pre-war Japa- 
nese colonialism. “Korea and Japan are fundamentally 
different in terms of historic background, national char- 
acter, economic and social structure and response to 
external issues,” he says. “Not only I, myself, but any 
Korean in the street will avow that Korea will never be a 
second Japan.” 


The President believes that western countries have not 
fully understood South Korea’s commitment to free 
trade and its speedy movement to open its markets, 
much faster than other developing countries. 


‘South Korea is determined to open up its economy, not 
only for foreign goods, but also services,”’ he says. “We 
are trying to make it easier for foreigners to set up 
business in South Korea.” 


“| intend to advertise to European business leaders 
during my trip the fact that Korea is open to foreigners 
and needs and desires more active co-operation with the 
outside world.” 


Europe is regarded as South Korea's best potential 
partner, particularly in the area of high technology, in 
redressing the country’s heavy concentration of trade 
relations on the US and Japan. 


Mr No notes that this concentration has created trade 
friction, especially with the US. South Korea is therefore 
keen to diversify its trading links, especially towards 
eastern and western Europe to create a better balance. 


The South Korean economy is going through a process of 
transition, he says, with the aim of liberalisation of 
markets, along with internationalisation and *necialisa- 
tion of industry. 


Although the President does not expect a return to the 
years of very high-speed growth, he is confident that 
business and workers will be able to cope with the 
problems of currency appreciation and labour disputes 
which have hit competitiveness. 


“We are still a developing country,” he says. ‘But we are 
making efforts to promote international economic co- 
operation with top priority placed on mutual benefits 
and common prosperity.” 


During his tour President No will be unable to visit 
Berlin, where the crumbling of the wall has a deep 
symbolic meaning for Koreans. But his trip to Hungary, 
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the first communist country to recognise South Korea, 
signals the success of his **Nordpolitik” policy. Modelled 
after West Germany's “Ostpolitik,” introduced by Chan- 
cellor Willy Brandt in the 1970s, the new policy is 
designed to pave the way for rapprochement with com- 
munist North Korea. 


The policy has so far also resulted in diplomatic relations 
with Poland and economic links with the Soviet Union, 
China and many east European countries. “‘We aim to 
encourage North Korea to change its policy towards us 
through their own efforts, not by force,”’ he says. “We 
want a lasting peace on the peninusla, leading to peaceful 
reunification.” 


So far there has been little response from Pyongyang but 
the President welcomes efforts by European countries to 
develop economic links with the North. 


An important objective of the Nordpolitik policy is to 
encourage North Korea to step on to the path of recon- 
ciliation and co-operation, thereby stabilising the region 
and easing tension on the Korean peninsula, with a goal 
of Korean reunification at an early date. 


“The policies of reform and openness sweeping eastern 
Europe and the closer links between East and West are 
expected to have no small impact on the situation in east 
Asia,’ the President says. 


Upon his return from Europe President No is likely to 
face a difficult domestic political situation over the 
method of dealing with the misdeeds committed by his 
predecessor, Chou Tu-hwan. Mr Chou its at present in 
exile in a remote Buddhist monastery. Opposition 
leaders have demanded that he testify before the 
National Assembly and that several other key members 
of the former regime should resign their present posts. 


Efforts by President No to negotiate a settlement have 
caused a serious polit cal row within his own party and 
he faces calls for a referendum on his rule next spring if 
the matter is not cleared up. 


“We have already met some of the Opposition’s 
demands,” the President No says, ‘“‘including the prose- 
cution of many members of the Chou family. Many 
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people feel we need a clean break with the past, but the 
past, present and future are all entwined. | aim however 
to correct these wrongdoings within the next two or three 
months.” 


The Opposition has also demanded the repeal of the 
National Security law, under which several people have 
been jailed for visiting North Korea, and which has been 
used to indict Opposition leader, Kim Tae Chung. 


“It is truly unfortnate that Mr Kim has been indicted,” 
President No says. ‘The law has been enacted to deal 
with the grave security situation facing the country. But 
the law must not contain clauses which unjustly restrict 
the liberty of our citizens. This matter is expected to be 
debated vigorously soon at the National Assembly.” 


While in Europe the President will visit Switzerland, a 
country he knows well from attending Olympic Com- 
mittee meetings when he was Sports Minister and head 
of the Seoul Olympic Organising Committee in advance 
of the 1988 Summer Games. 


The Olympics gave Mr No the best moment of his 
presidency so far. This was not just because of their 
Outstanding success, but also because the Korean people 
took part and enjoyed themselves, he says. From the 
moment Seoul won the right to stage the 1988 Games, 
public criticism of the idea was strong. The games were 
denounced as a wasteful extravagance in a relatively 
poor country, and an attempt to divert people's attention 
away from political opposition to the regime then in 


power. 


“I was very pleased to see that by the time the Games 
were held, the people felt free and democratic enough to 
take part voluntarily,” President No says. 


He would like to be remembered, after he steps down 
from the presidency in 1992, as a man who ushered in an 
era of ordinary people. ‘‘] want Koreans to feel free to 
live prosperous lives in a democratic country with social 
welfare assured, and preferably on the way to peaceful 
reunification,” he says. 


And who will win the next election? “The party which 
offers the people the most opportunities for democracy, 
behaves in the most honest fashion and causes the least 
trouble!” 
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Pol Pot Faction’s leng Sary Interviewed 


OW2011044089 Tokyo MAINICHI SHIMBUN 
in Japanese 17 Nov 89 Evening Edition p 2-——FOR 
OFFICIAL USE ONLY 


{Report by correspondent Yu Aramaki on an interview 
of leng Sary, the Pol Pot Faction’s No 2 leader— 
interview conducted by photographer Michio Mitome 
under special commission by MAINICHI SHIMBUN, at 
a Khmer Rouge base near the border town of Pailin on 
13 November] 


[Text] Bangkok, 16 Nov—leng Saiy, 59, the No 2 man in 
the Khmer Rouge (Pol Pot faction) army, the strongest 
organization among the three factions of the Coalition 
Government of Democratic Kampuchea, which 1s inten- 
sifying its military offensive after the complete with- 
drawal of the Vietnamese troops from Cambodia, 
recently gave an interview to photographer Michio 
Mitome (under special commission by MAINICHI 
SHIMBUN). During the interview, Ieng Sary revealed 
that after the Khmer Rouge army seized the strategic 
area of Pailin near the Thai - Cambodian border, it 
launched an offensive on the second largest city, Battam- 
bang, and the Angkor Vat ruins area. Fierce fighting has 
been going on with the Heng Samrin government army 


leng Sary was the vice premier in charge of foreign 
affairs during the Pol Pol regime. Although he has now 
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refrained from international activities, he holds substan- 
tial power and ranks next to Pol Pot, who is still active 
inside the Khmer Rouge. The interview with Mitome 
was conducted on | 3 November at a Pol Pot faction base 
near the Thai border, about 10 kilometers west of Pailin. 


According to leng Sary, the Pol Pot army is still occuping 
the Pailin area, which it seized in late October. The main 
forces of the Pol Pot Army marched toward Battambang, 
about 80 kilometers away. The army already controls 
National Highway No 10 and 1s within 40 kilometers of 
the provincial capital of Battambang. Moreover, 
National Highway No 5 and the railway leading to the 
capital, Phnom Penh, are also in the process of being 
paralyzed. He said that Mara Hill, seized by the Viet- 
namese forces in 1985, will also be recaptured in a few 
days. 


leng Sary said that his army was also joining hands with 
the coaltion army, with the Sonn San faction as its 
mainstay, in the northwestern area. 


This is the first time that the coalition government 
forces’ offensive on the Angkor Wat area has been 
confirmed. leng Sary stressed that “since the Paris 
conference, we have been gradually expanding the liber- 
ated area with our own hands. Among the 8,000 villages 
in the country, about 1,700 are under our control.” 
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Premier Interviewed on Reform, Japanese Aid 


OW2411075289 Tokyo SANKEI SHIMBUN 
in Japanese 20 Nov 89 Evening Edition p 2—FOR 
OFFICIAL USE ONLY 


[Report on an interview with Laotian Premier Kaysone, 
by an unidentified SANKEI SHIMBUN correspondent; 
date, place not given] 


{Text} Laotian Premier Kaysone recently made an offi- 
cial visit to Japan, the first nation among Western 
nations he has ever visited. At a summit meeting with 
Prime Minister Kaifu, he obtained the prime minister's 
promise that Japan would send an economic cooperation 
survey team to Laos next February. Thus, he scored 
certain achievements in paving the way for Japan's 
increased aid to Laos in the future. 


In an interview with the Japanese mass media, including 
SANKEI SHIMBUN, the premier expressed his appre- 
ciation for “‘a large amount” of Japan's economic aid to 
Laos since 1960. He also expressed the importance of 
Japan’s role in promoting a reform and open-door policy 
which are being carried out in Laos under the name of 
“Chantarakanmai” (new thinking). He also expressed 
high expectations for the expansion and continuity of 


FBIS-EAS-89-226 
27 November 1989 


Japan's economic aid to Laos, saying “I hope that 
bilateral relations will be further developed for “the 
construction of Laos in a new age." 


While he was in Japan there were drastic developments 
in the move toward reform in East European nations, 
including East Germany. Commenting on this, he said: 
“Laos is a very backward nation and its circumstances 
are totally different from those of East European 
nations.”’ In the interview, he stressed positively the 
promotion of independent reform, saying that ‘our 
nation has been promoting reform in the economic, 
diplomatic, social, and cultural fields to shift its 
economy from the conventional, nature-based economy 
to a market economy system.” 


On foreign policy based on the open-door policy, he said 
there will be no change in “special relations” with 
Vietnam. However, he added that Laos would not join 
any group. In the interview, he declared that “Laos will 
establish relations with all nations without discrimi- 
nating between ‘socialist states’ and other nations with 
different political and economic systems.” He clarified 
his attitude to positive diplomacy toward Western 
nations. 
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